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The Publisher’s Page 


HAT with the spring in the air, and all, it will prob- 
ably be difficult for bankers to keep their minds on 
banking and off shaded groves past which a cool 
river wanders. But even to those who do fall for the 
weather’s seductive charms, we recommend, as a 
salve to the banking conscience, this April’s issue for mental stim- 
ulation while the wandering river pacifies the more physical senses. 


R. E. Doan, for example, throws out “A Challenge to Bankers” 
which cannot be disregarded even in spring. His article, begin- 
ning on page 369 points out that unless bankers themselves remedy 
the present ills of banking, an aroused public opinion and political 
manipulation will bring about some sort of public ownership of 
banks. The problem is no longer whether unification of the bank- 
ing system, hand in hand with limited branch banking, should come 
into being, but how best to accomplish the establishment of these 
plans. His analyses of net profits on loans and investments of 
small banks as compared with large banks, lend force to his 
argument. 

MorE FUEL is thrown on the fire by Oscar Laspon who, on page 
375 believes that “The Socialization of Banking” is already an 
accomplished fact. Those disinclined to accept Mr. Doan’s predic- 
tions, may well read Mr. Lasdon’s review of recent developments 
in which he sees banking being transformed in the crucible of a 
national emergency. Not only is the Treasury taking the place of 
Federal Reserve banks in central banking functions, but “The last 
traces of the supposed independence of our central banking system 
were destroyed by the Thomas inflation bill and the Gold Reserve 
Act of 1934.” Furthermore the Government is dictating the com- 
mercial banking policy which leaves bankers in that well known 
position between the devil and the deep blue sea. He concludes, 
after pointing out the dangers of government domination, that 
the problem is not alone one of banking but it concerns a philoso- 
phy of government, creating a new social order to stand the test 
of time. 

VeeErtneG from the local scene, and allowing one’s thoughts to travel 
around the horizons, we find the indefatigable JosrErpH Srvace 
LAWRENCE on page 381 scanning “Our New Foreign Trade 
Policy and the Banker.” Mr. Lawrence sketches our trade policy 
positions and finds three alternatives to the present situation. 
First, the post-war lending and “favorable” trade balance position 
may be resumed—which is ruled out as having nothing to recom- 
mend it either economically or politically. Second, enough foreign 
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goods may be admitted to pay for our exports and service the 
foreign trade. And lastly, the limitation of imports to those items 
which we cannot produce at home. Of these, there is also Secre- 
tary Wallace’s “middle course.” But no matter what happens, the 
banker will find scant comfort, and the “chances are that it will 
only cause him to tear his hair.” No course will be free from 


heartaches, for the interest of the banker is predominantly at 
home. 


GOING BEYOND the horizons, we find ourselves on page 391 with 
CHESTER Luoyp JoneEs, director of the School of Commerce, Uni- 
versity of Wisconsin, right in the heart of many foreign countries 
studying “Loan Controls in the Weaker Nations.” It seems that 
there are almost as many pros and cons about loan controls as 
there are kinds of such controls. Venezuela, Colombia, Guatemala, 
Salvador, Costa Rica, Cuba, Panama, the Dominican Republic, 
Haiti and Nicaragua are all inspected so as to find out how their 
loan controls operated, and with what result. We are grateful to 
Mr. Jones for throwing much light on the effect of loan controls 
in minimizing the probability of defaults. 


INVIGORATED by our travels, we turn our brisk attention to F. L. 
Garcia, Statistician of Hoit, Rose and Troster who, on page 385 
takes a statistical stock of “Bank Earnings and Credit Inflation.” 
Statistics speak their own language, and Mr. Garcia is an able 
interpreter. Here, he looks at his figures and his tabulations, and 
finds the ““Net Due to Banks,” that item which measures the flow 
of out-of-town funds to New York, has shown a decided increase 
in spite of the pessimistic predictions around June 16, 1933. The 
fly in the ointment is, of course, the inability to find suitable 
investments for these funds, and Mr, Garcia makes a suggestion in 
this respect that certainly seems worthy of sober consideration. 
In summarizin x, he sounds a welcome note to bank stockholders by 
saying “that inflation is being handled through the banks and that 
the foundations are being laid for a potentially large increase in 
bank earnings.” 


Now tuHart public relations is growing up to be a credit to its 
patrons, bankers will find much food for thought in L. DovG.as 
Merepitn’s fifth article on financial merchandising. On page 415 
Mr. Meredith indulges in another of his keen analyses of this 
subject and this time he interests himself, and us, in the ingredients 
necessary for the “Preparation of the Advertisement.” 


ANOTHER phase of bank management is given a thorough inspec- 
tion and overhauling by FrepErIcK MUELLER, JR., who continues 
his study of the management of bank earning assets of page 395. 
This time, Mr. Mueller puts losses under a microscope and finds 
out just what is “The Expense of Losses in Bank Earning Assets.’ 
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Editorial Comment 
ILLUSIONS ABOUT BANKING 


ANY in these days are cherish- 

ing illusions about banking which 

the future is almost sure to dis- 
pel. They are pinning their faith to recent 
or proposed banking legislation to make 
all serene and safe in the banking world. 
If only we could have one kind of bank 
law instead of forty-nine; if we could, 
in other words, have unified banking, 
and branch banking, all would be well. 
Others see the necessity for socialized 
banking, where the Government would 
own and operate the banks of the coun- 
try. The latter proposal if carried out- 
would involve the substitution of politi- 
cal considerations for those heretofore 
governing banking operations. Such a 
development has been almost universally 
condemned by banking authorities, and 
has had poor success where already tried 
on a limited scale. 

There would be, of course, some ad- 
vantages attaching to a unified system 
of banks and to branch banking. But 
in applying these remedies it must not 
be forgotten that even a single banking 
system would not, necessarily, meet the 
needs of a country so large as the 
United States, and where conditions are 
by no means uniform. And as to branch 
banking, if we extend it to a multitude 
of banks on the one hand, and on the 
other limit its application to state lines, 
to Federal Reserve districts, or to so- 
called trade areas, it will lack many o 
the benefits which branch banking i 
supposed to confer. 

As to all these legislative reforms of 
banking, desirable as they may be, they 
will prove disappointing unless we can 
have a corresponding improvement in 
business methods and of those who deal 
with banks. 

Students 


of our recent banking his- 


tory will recall the extravagant claims 
made for the Federal Reserve Act, how 
it was to end banking and money panics, 
and all that, and to be almost a perma- 
nent insurer of business prosperity. 
Crediting it with all its benefits, it has 
failed in these respects. And probably 
any other law, however carefully framed, 
would have failed, other conditions being 
such as they were. 

Aside from the changes in the char- 
acter of our people and in business 
methods, as indicated above, the best 
hope for improved banking must be 
founded upon the slow growth of higher 
traditions in the business of banking 
itself. As has been said repeatedly, we 
need above all, not so much more and 
better banking laws, but better bankers. 
There are in the country many bankers 
who measure up to the highest standard. 
Their example is worthy of wider imita- 
tion. 


A MORE REASONABLE ATTI- 
TUDE TOWARD BUSINESS 


N encouraging sign of the times is 
to be found in the more reasonable 
attitude toward business being 
taken by Congress and the Administra- 
tion. This appears from the disposition 
shown in favor of an amendment of the 
National Securities Act and a revision 
of the Fletcher-Rayburn bill for regu- 
lating the activities of stock exchanges. 
Each of these measures, designed as they 
undoubtedly were, to correct actual 
abuses, probably went beyond the neces- 
sities of the case, and were to a con- 
siderable extent the result of the hys- 
teria which has marked the post-panic 
period. 
Legitimate dealers in securities should 
361 
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welcome any reasonable regulations that 
will put their business on a more health- 
ful basis, though they may justly dep- 
recate a degree of regulation that would 
hamper proper transactions. The same 
remark is applicable to the control of 
stock exchange operations. 

Fairmminded persons can have no 
sound objection to reasonable and ef- 
ficient public regulation in both these 
instances, and it may be assumed that 
their objections were founded on the 
belief that regulation as actual in the 
one case and proposed in the other went 
much further than necessary. 

At any rate, it is gratifying to note 
a disposition on the part of the Govern- 
ment to pay due regard to sober coun- 
sel 
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EXTENSION OF LENDING 
POWERS OF THE FED- 
ERAL RESERVE 
BANKS 


F a bill now pending in Congress 
| becomes a law as now seems probable, 

the lending powers of the Federal 
Reserve banks will be greatly extended. 
Heretofore, with slight exceptions, these 
institutions have confined their opera- 
tions to banks and bill brokers and their 
rediscounts have been limited to redis- 
counts of commercial paper with a 
maturity of not to exceed ninety days. 
The proposed law would permit the 
making of loans to business concerns 
direct, and would authorize loans of a 
maturity as long as five years. 

The object of this measure is to fur- 
nish capital loans which the ordinary 
banks of the country are not disposed 
to make under present conditions. That 
there is an urgent need for the service 
which the bill proposes may not be 
questioned, but that the Federal Reserve 
banks, as representing the final liquid 
banking resources of the country, should 
be selected for this service is less certain. 
An alternative plan had been under 
consideration, providing for the organi- 
zation of twelve intermediate credit 
banks that would have met the need 
in question. 
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Should this bill become a law, the 
original character of the Federal Reserve 
banks as bankers’ banks and as the 
custodians of the country’s liquid bank- 
ing reserves will be greatly changed. 
By their large holdings of Government 
securities these banks no longer find 
their chief function to be what was 
originally intended, the rediscounting 
of short-term commercial paper. 

No doubt, with the return of more 
settled conditions, the lending functions 
which are being conferred upon the 
Federal Reserve banks, the Reconstruc- 
tion Finance Corporation and various 
governmental agencies will again be as- 
sumed by the banks and other financial 
institutions of the country. 


MEMBER BANK INCOME AND 
EXPENSES IN 1933 


N interesting analysis of the oper- 
Az cost of 226 member banks in 
Federal Reserve District No. 1, 
grouped according to percentages of 
time deposits to gross deposits, has been 
compiled and published by the Federal 
Reserve agent’s department of the Fed- 
eral Reserve Bank of Boston. 

From this analysis the following facts 
appear: 

In 1933 deposits of all kinds in most 
New England banks were at the lowest 
average since 1923. Furthermore, short 
term interest rates of all kinds were 
probably at the lowest levels ever re- 
corded. These two factors together re- 
duced the gross income of most banks 
to figures below those of the year 1932. 
The situation called for the utmost 
alertness in bank management. In most 
cases current operating expenses were 
held so well in hand that, measured in 
actual dollars, they were generally 
slightly lower than in 1932. 

During 1933 a new situation arose 
in bank costs as a result of the Banking 
Act of 1933. Payment of interest on 
deposits was eliminated from demand 
deposits and considerably restricted in 
the case of time deposits to rates lower 
than had been customary previously in 
New England. But notwithstanding 
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slightly lower operating expenses, the 
decline in gross income brought about 
increased cost percentages. Nevertheless, 
the percentage of total current income 
remaining for net current earnings was 
the highest since 1929; this was due of 
course to the sharp reduction in interest 
paid on all deposits. Such interest pay- 
ments consumed less than 30 per cent. 
of total current income in 1933, as 
compared with about 40 per cent. in 
1930, for all banks. The greatest reduc- 
tion in interest costs occurred in the 
commercial banks, which have the larg- 
est proportion of demand deposits. 

The reduction in total current income 
was responsible also for the increased 
percentages expended for salaries and 
wages although these costs in actual 
dollars were not increased during the 
year. Similarly, occupancy cost percent- 


ages increased while the actual expendi- 
tures remained substantially unchanged 
as compared with recent years. 

Taxes, on the other hand, being based 
to some extent upon final net profits, 
were comparatively low, as compared 


with the more prosperous years of 1928 
and 1929. In addition to these taxes, 
however, banks which owned their own 
buildings made large payments on ac- 
count of real estate levies. Such real 
estate taxes (included in occupancy 
costs) in some cases actually exceeded 
all other forms of business taxes paid, 
depending in large measure upon the 
size and value of the building occupied. 

It was indicated above that net cur- 
rent earnings were relatively large in 
percentage of total gross income. On 
the other hand, net losses and book- 
keeping charge-offs continued at a high 
level in 1933, so that the net profits 
available for dividends were low. Un- 
like 1931 and 1932, however, there did 
remain some small balance of net profits 
instead of the deficits experienced in the 
two preceding years. These net profits 
were highest in Boston banks and in the 
outside banks having a minimum of time 
deposits, tapering down to zero in the 
group of banks having from 50 to 75 
per cent. of time deposits, then rising 
again in the banks doing substantially 


nothing but a savings deposit business. 
A combination of commercial and sav- 
ings bank business, such as is transacted 
in the group of banks with 50 to 75 per 
cent. of time deposits, reflects both the 
heavy clerical and occupancy costs of 
commercial banks and the high interest 
costs of savings deposits redounding to 
the detriment of ultimate earning ca- 
pacity. 

Boston banks, being in a money 
center, felt the full force of the low 
interest rates for short term loans in 
1933. Banks outside of the money 
centers, on the other hand, receive sub- 
stantially the same rates from com- 
mercial customers year in and year out. 
This distinction between Boston and 
outside banks, however, is not so evident 
in the case of bond and stock invest- 
ments because such investments, in most 
must be made in the central 
money markets, regardless of the loca- 
tion of the bank buying the bonds. 
Open security markets determine the 
price for bonds, and even the most 
remote country bank must meet these 
open market conditions when invest- 
ing in such securities. The final 
interest return on all loans and invest- 
ments being influenced by the steadily 
increasing proportion of the banks’ port- 
folios invested in bonds purchased pur- 
chased in the open market, has declined 
steadily since 1929. It is also significant 
that, under competitive pressure to pay 
interest on savings deposits, the type of 
bonds purchased by the banks handling 
a large proportion of deposits show 
progressively rising yields. 

It appears that net earnings on total 
available funds, before charge-offs, is 
largest in banks doing purely a com- 
mercial business and declines progres- 
sively as the proportion of time deposits 
increases. This percentage of net earn- 
ings to total available funds has changed 
little during the last six years. Net 
profits available for dividends, after 
allowing for losses on loans and invest- 
ments, show much the same general 
trend as net earnings with respect to 
the different kinds of banks, but one 
much more favorable in 1933 than in 
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either 1932 or 1931. In fact a small 
balance of net profits was earned in 
1933 for the first time since 1930. 
Losses rather than operating costs have 
been the important problem in recent 
years. 

The prohibition of interest on demand 
deposits and the authority given the 
Federal Reserve Board to determine the 
rate to be paid on time deposits will 
have an important bearing on the oper- 
ating costs of banks. Perhaps the ad- 
vantage gained by the elimination of 
interest on demand deposits and the 
probable reduction on time deposits will 
be somewhat counterbalanced by the loss 
of deposits these changes may entail. 
The experience of member banks in the 
Boston district is of interest to banks 
everywhere. 


THE INCREASE IN BANK 
DEPOSITS 


ECENT published bank statements 
indicate a marked increase in de- 
posits, and in a number of in- 

stances record figures have been shown. 

It is not altogether easy to account 
for this. Where deposits are made up 
largely of cash or representatives of 
cash contributed by depositors they may 
be taken as an indication of inactive 
business; but where they are largely the 
product of loans, they represent a con- 
trary situation. At present there has 
been no expansion of credit by the banks 
such as would warrant the conclusion 
that deposits are being much increased 
from this source. 

The greater confidence in banks, due 
both to the growing improvement in 
business and to the limited guaranty of 
deposits, may have been a contributing 
influence in adding to the deposit totals. 
But very likely the main influence is 
to be sought in the vast activities of the 
Government in disbursing huge sums 
which in the course of time return to 
the banks in the shape of deposits. If 
this explanation is the correct one, as 
seems probable, the growth of deposits 
is less gratifying than would otherwise 
be the case. 





So far as the larger and stronger 
banks of the country are concerned, it 
can hardly be possible that they have 
gained deposits to any considerable ex. 
tent by the return of confidence in 
banks, since they had never really lost 
the trust of their depositors. 

Viewed from any angle, however, the 
increase of bank deposits may be re. 
garded with satisfaction. It indicates 
a general restoration of confidence jn 
the banks and places the banks in a 
better position to extend credit as need 
for it develops. 


GROWTH OF COMMUNITY 
TRUSTS 


HE word “trust” used in the above 

connection has not that sinister 

significance once attaching to the 
term. The community trust is in reality 
a charitable organization, and even the 
modern trust company is a most repu 
table financial institution, and not of 
that character so much denounced by 
tribunes of the people in times not far 
distant. 

Twenty years ago community trusts 
were unknown in the United States. 
Now, according to a recent survey made 
by the New York Community Trust, 
they were, at the close of 1933, admin 
istering upwards of $39,000,000 for 
charitable purposes. 

For the third successive year the ag- 
gregate distribution of funds through 
community trusts exceeded $1,000,000. 

The largest of the community trusts, 
gauged by amount of principal pos 
sessed, is that in New York, followed 
by Cleveland, Chicago arid Boston. The 


“big ten,” and their resources are: 
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1933 represents an increase of $1,750,- 
000, from the aggregate of $37,500,000 
at the close of 1932. The largest re- 
ported capital increases in 1933 were 
those of $385,000 in Chicago, $360,- 
000 in New York and $310,000 in 
Buffalo. 

In volume of annual appropriations, 
the Boston Permanent Charity Fund 
and the York Community Trust were 
the largest distributors, each with virtu- 
ally equal disbursements of $198,900, 
followed by Cleveland with $181,200 
and Chicago with $100,100. The dis- 
tribution of $679,159 in these four cities 
compared with $779,759 in 1932 and 
$664,139 in 1931. 

In New York the Community Trust, 
created in 1923, has enlarged its appro- 
priations in each subsequent year. The 
1933 total of $198,918 compares with 
$197,140 in 1932 and $190,168 in 1931. 
Since its organization the New York 
Community Trust has distributed $1,- 
124,694. 

The first community trust was estab- 
lished at Cleveland in 1914. The re- 
sources of similar trusts established else- 
where had risen to $25,000,000 in 1928 
and to over $30,000,000 in 1930. In 
upwards of seventy-five cities community 
foundations or trusts are now estab- 
lished. Out of fifty-one of these pres- 
ently possessing accumulations of prin- 
cipal, forty-two in twenty-two states, 
the survey reveals, have begun making 
periodical distributions. 
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Community trust funds characteristi- 
cally preserve sufficient administrative 
flexibility as to the charitable purpose 
to which any fund is applied to permit 
remedial action if originally designated 
objects become obsolete in the course 
of time by reason of unforeseen con- 
ditions. How desirable this flexible 
feature is may be inferred from the 
fact that one philanthropist left a fund 
to be used in buying firewood for the 
poor of Philadelphia, and another a 
fund to help indentured apprentices. 


DEATH OF OTTO H. KAHN 


HE recent death at New York of 

Otto H. Kahn removes from the 

field of international banking one 
of its best known figures. To this class 
of bankers politicians have given a 
malign character, which certainly did 
not justly apply to Mr. Kahn. Although 
he, it may be recalled, once declared 
that there were no international bankers, 
yet his firm of Kuhn, Loeb & Co. 
probably came as near approximating 
that type of banking as any in this 
country. 

Mr. Kahn was a successful banker, 
but he was far more than that—a 
patron of music, art, literature, a pub- 
licist and great citizen. He was an 
asset to America, and he will be sadly 
missed in many circles. At his death 
he justly ranked as one of the most 
eminent men in this country. 
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What Has the New 


HE most disquieting possibility in 
the outlook for the Government’s 
price-raising efforts is not that they 
will fail but that they will succeed too 
well, states the Guaranty Trust Com- 
pany of New York in discussing what 
the New Deal has accomplished, in the 
current issue of The Guaranty Survey, 
its review of business and financial con- 
ditions in the United States and abroad, 
published March 26. 

“The time may not be far distant 
when the most serious problem of the 
Administration will not be to produce 
an advance in prices but to hold the 
advance within bounds,” The Survey 
continues. 

“Disappointment has been expressed 
in some quarters that the Government's 
recovery program has not brought about 
a greater degree of business revival. 
Such an attitude should not-be taken 
too hastily. Perhaps too much in the 
way of immediate results was expected 
in the beginning by a depression-weary 
nation, over-eager to accept any vague 
promise of swift recovery. The remark- 
able improvement that has taken place 
during the last year is a matter of 
record. The banking crisis has been 
surmounted; business activity has in- 
creased; prices have risen, and much- 
needed relief has been given to millions 
of citizens. 


CHIEF OBJECTIVE OF THE NEW DEAL 


“Fundamentally, the New Deal is an 
attempt to reorganize the economic and 
political system in such a way as to 
permit the Government to take an active 
part in bringing about co-operative ac- 
tion among all branches of business 
activity. It is based on the principle 
that a proper co-ordination of economic 
functions under governmental direction 
can bring about and maintain equilib- 
rium; in other words, that man-made 
regulations can and should supplant the 
operation of natural economic laws in 
an individualistic system. 
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Deal Accomplished? 


“Unfortunately, it is in connection 
with these relief activities that some of 
the gravest misgivings arise concerning 
the future; for the cost of relief js 
tremendous, and in the present instance 
it is being met entirely by public bor. 
rowing. The public debt is already 
nearly equal to the post-war peak, and 
the borrowing program contemplated by 
the Administration has hardly begun. 
The President estimates that by June 30, 
1935, the debt will reach a total of 
nearly $32,000,000,000. The plan is 
to stop the borrowing at that point, 
and it is earnestly to be hoped that this 
will prove possible. Even if it does, 
however, the task of repaying such a 
sum will be enormous; huge refunding 
operations will be necessary, and the 
Government will be continuously de 
pendent on conditions in the money 
market over a long period. Aside from 
the possibility of financial conditions 
that will make refunding difficult, there 
will exist a constant temptation to re 
duce the burden by the temporarily easy 
method of cheapening the currency. If 
this temptation is avoided, the debt will 
have to be paid by means of taxes that 


will inevitably place a heavy load on 
industry. 


ADVANCE IN PRICES 


“The outstanding recovery measure 
of the Administration is the price-rais 
ing program. Of the major monetary 
powers given the President by Congress 
last spring, two have already been used: 
dollar devaluation and purchase of gov 
ernment securities by the Federal Re 
serve banks. Thus far, neither has had 
any visible effect on the broader aspects 
of the credit situation. The funds 
placed in the market by the Federal 
Reserve banks have been used princi- 
pally to swell the excess reserves of 
member banks, which now stand at an 
unprecedented total; but member banks 
have not made use of the additional 
funds to increase their loans. Such ex: 
pansion as has taken place in earning 
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assets has been in holdings of govern- 
ment securities. 

“It does not follow, however, that 
these monetary measures have had no 
effect on prices in general. That the 
price level has risen is beyond question, 
and there is reason to believe that the 
advance is due largely to the Govern- 
ment’s policy. The fact that the greater 
part of the advance took place before, 
rather than after, the act ot devaluation 
is immaterial. Devaluation was accepted 
by the business community as virtually 
an accomplished fact long before it 
actually took place. As the certainty 
of ultimate devaluation increased, prices 
rose. And it is by no means unreason- 
able to suppose that the expansion in 
business activity during the past year 
is due in a very considerable measure to 
the effects of rising prices. It is true 
that the advance has been much smaller, 
in percentage terms, than the reduction 
in the gold content of the dollar, and 
also that it has fallen far short of re- 
storing the 1926 price level, which has 
often been mentioned as representing 
the goal of the Government's price-rais- 
ing measures. But it has been sufficient 
to alter the price structure very mate- 
rially. 


“In fact, the most disquieting possi- 
bility in the outlook for the Govern- 
ment’s price-raising efforts is not that 
they will fail but that they will succeed 


too well. The security purchases by 
the Reserve banks and the additions to 
both real and nominal gold holdings re- 
sulting from devaluation have combined 
to produce a reserve base capable of 
supporting an enormously expanded 
superstructure of credit. And the bor- 
rowing program of the Federal Govern- 
ment has provided, and will continue 
to provide, an outlet for surplus funds 
that may make the creation of such a 
superstructure a relatively quick devel- 
opment. The situation is similar in 
many respects to that which arose dur- 
ing the World War, when bank reserves 
increased rapidly as a result of gold 
imports and of the growth of the Fed- 
eral Reserve system, and when the use 
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of the additional reserves was acceler- 
ated by the borrowing and spending of 
the Federal Government. The time may 
not be far distant when the most serious 
problem of the Administration will not 
be to produce an advance in prices but 
to hold the advance within bounds. 

“Among the other leading ‘reform’ 
measures of the New Deal, almost all 
show constructive elements, together 
with some features that will necessitate 
further revision. A beginning has been 
made toward a co-ordination of the 
country’s transportation facilities, al- 
though a final solution of the problem 
is not yet in sight. The most urgent 
need for amendment is found in the 
Securities Act, which contains some 
provisions that threaten to paralyze the 
markets for new capital issues and to 
defer normal recovery for an indefinite 
period. The Banking Act has fur- 
nished safeguards against some abuses, 
but it contains a very dangerous plan 
for a permanent guaranty of bank de- 
posits and fails to provide adequate 
remedies for the fundamental weaknesses 
of the banking system. The Admin- 
istration has wisely asked Congress for 
legislation postponing for one year the 
effective date of the permanent deposit 
guaranty, but no step has yet been 
taken to unify and reorganize the bank- 
ing system along the lines that recent 
experience has shown to be necessary 
in the public interest. 

“The New Deal has, then, provided 
a huge amount of much-needed emer- 
gency relief; but in so doing it has 
placed the Government in a financial 
position that will necessitate a heavy 
tax burden and will offer a constant 
temptation to inflation. It has probably 
stimulated business activity to some ex- 
tent; although the stimulation is of 
doubtful permanency and has involved 
broadening the monetary base to such a 
degree as to give rise to some misgivings 
for the future. And it has instituted 
a number of supposedly lasting eco- 
nomic reforms that are commendable in 
purpose but are still in such an experi- 
mental stage that judgment as to their 
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for the present. 

“Thus far, the New Deal as a whole 
can hardly be said to have succeeded or 
failed. Its ultimate net value is yet to 
be settled, and the settlement will be 
determined largely by the success with 
which the program avoids the dangers 
and pitfalls to which it is subject. The 
crucial point will arrive when the Gov- 
ernment ceases to pump huge quantities 
of public funds into the economic system 
and business is left to sustain itself by 
means of its own internal stimulating 
influences. And this crucial test will 
continue during the long period of 
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public debt retirement. Heavy taxation 
and an enormous public debt do not 
offer an ideal background for an endur- 
ing and sound business recovery. It 
may, therefore, he concluded that the 
value of the New Deal in the long run 
will depend on its success in withdraw- 
ing its financial support to business 
without creating disastrous repercussions, 
on its capacity to meet maturing obliga- 
tions without resorting to ruinous taxa- 
tion or to paper money issues, and on 
its ability to regulate, in the public 
interest, the vast and complex economic 
forces that it has undertaken to bring 
under centralized control.” ; 


Reopening of Banks 


URING the month of March, 
LD fifty-five national banks, with 

$34,739,000 frozen and $3,480,- 
000 unrestricted deposits, were licensed 
and opened or reopened, J. F. T. 
O'Connor, Comptroller of the Currency, 
has announced. This compares with 
sixthy-three national banks, having $62,- 
953,000 frozen and $6,568,000 unre- 
stricted deposits, licensed during the 
month of February, and with sixty-nine 
national banks, having $68,966,000 
frozen and $6,983,000 unrestricted de- 
posits, licensed during the month of 
January. 

By the close of business March 31, 
1934, the number of unlicensed national 
banks in the United States had been 
reduced to 218, contrasted with 1417 
on March 16, 1933, the first day after 
the termination of the banking holiday. 
Moreover, ‘better than 83 per cent. of 
the national institutions which were still 
unlicensed at the end of last month had 
received approved reorganization plans 
from the Comptroller's Department, so 
that they can reopen just as soon as 
such plans are consummated. The 218 
unlicensed national banks as of March 


31, 1934, were divided as follows: 181 
banks, with $169,374,000 frozen and 
$16,157,000 unrestricted deposits, had 
approved reorganization plans; 37 banks, 
with $22,583,000 frozen and $2,129,000 
unrestricted deposits, had disapproved 
reorganization plans. 

Of the fifty-five national banks to re- 
ceive licenses during the month of 
March, 52, with $33,243,000 frozen and 
$3,480,000 unrestricted deposits, were 
national banks which had been in the 
hands of conservators; two, with frozen 
deposits of $982,000, were insolvent 
national banks, and one, with frozen 
deposits of $514,000, was an insolvent 
state bank. 

During the month of March, fourteen 
national banks and two sstate banks 
received approvals from the Comptroller 
of the Currency for their plans of 
reorganization. Nine of the national 
banks, with $6,925,000 frozen and 
$897,000 unrestricted deposits, were in 
the hands of conservators, and the other 
five national banks, with $1,245,000 
frozen deposits, were in the hands of 
receivers. The two state banks have 
frozen deposits of $175,000. 





A Challenge to Bankers 


By R. E. DoAN 


day faces the greatest challenge in ership in the American banking business: 

its history. The glove has been (1) the tendency of present-day necessi- 
thrown in its face in the form of deposit ties of the governmental budget to absorb 
guaranty, and with the additional threat banking resources; (2) the extent to 
of Government control of banking in which present governmental agencies are 
the offing. entering into the fields which our banks 
With the extension of the temporary are no longer serving; (3) the ever- 
deposit guaranty plan for another year, lessening supply of the type of asset 
bankers have been given a possible op- upon which a theoretically sound bank- 
portunity of averting many undesirable ing system should rest; (4) the growing 
results—provided they prove conclu- realization of the Government that since 


Ts American banking system to- sibility of a continuance of private own- 


“A better time will never come for bankers to take the initiative 
and, under proper and interested direction, further the inevitable 
and basic changes necessary to the banking system—aunification and 
branch banking. If the present opportunity is not taken by the 
bankers themselves, only two possible alternatives remain, Either 
such action will be later forced upon the bankers without sufficient 


time properly to prepare the ground, or swift legislative action 
may deprive the banker of an opportunity to direct or control his 
business.” 


sively that such measures as deposit credit now plays an even larger part in 
guaranty and Government control are the country than money, control of 
not necessary. Until such conclusive credit is even more necessary than con- 
proof is forthcoming, a veritable sword trol of money, and (5) a lack of leader- 
of Damocles hangs over the head of ship and confidence among _ bankers 
American banking. And any proof themselves. 
must be conclusive—sufficient to con- Regardless of whether Professor 
vince both an aroused public and poli- Moley’s opinions are a shot in the dark, 
ticians who are eager to grasp at the or that they may be held by powerful 
opportunity of gaining control over an factions, it still remains that like opin- 
industry which touches so intimately ions have been advanced from time to 
upon every phase of business and per- time in some form or other, and that 
sonal welfare. such opinions if permitted to go unan- 
In an interesting article in a recent swered by direct action will undoubtedly 
issue of his magazine Today, Raymond _ grow and, in the present public state of 
Moley gives his views on Government mind toward banks, may find root. If 
control of banking—showing clearly the any such public sentiment can be found, 
trend of thought in some political minds it will undoubtedly be used _ politically 
along this line. He mentions five things to the ultimate disadvantage of private 
that, in his opinion, challenge the pos- ownership or control of banking. 
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No defense of private ownership of 
banking is necessary here, of course. The 
benefits derived by the public from com- 
petitive private ownership in any indus- 
try need no elaboration. 


NEED FOR CONSTRUCTIVE REVISION OF 
PRESENT SYSTEMS 


However, there can be little argument 
concerning the need for a constructive 
revision of the present system which pre- 
vails under private ownership of bank- 
ing. No really constructive action has 
been taken by banking during the past 
decade or more, and thinking bankers 
have no doubts left as to the need for 
change in the entire banking structure. 
Dirt roads have given way to paved 
roads; horses have given way to autos, 
and autos are giving way to airplanes 
during the years that banking has re- 
mained stagnant as far as comprehensive 
improvement has been concerned. 

Such a condition is not unique, and is 
not to be wondered at. Simply stated, 
there has been no really pressing demand 
for such change. True, there has been 
a need for it, in the interests of efh- 
ciency and safety, but until the past few 
years, no change has been forcibly de- 
manded of banking. Such is human 
nature. Few of us will change our hab- 
its unless forced to do so, and business 
is loath to make a change unless forced 
by either dire economic necessity or 
aroused public opinion. 


OPPORTUNE TIME FOR A CHANGE 


Now at last, however, we have both 
an aroused public opinion and dire 
necessity dictating a change. Such a 
situation is not dark—instead it is highly 
hopeful. If taken rightly, and acted 
upon fearlessly, we will live to see the 
time when the present banking situation 
and the past catastrophe will be regarded 
as benefits rather than set-backs. With 
public opinion and economic necessity 
to spur banking along, a really construc- 
tive reformation is more possible of ful- 
fillment than ever before. Bankers need 
but approach the problem in the right 
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spirit, casting aside any selfish interests, 
and considering only the job of building 
up the banking structure to its rightful 
place in the confidence and service of 
the public, and safeguarding it thor. 
oughly. 

Innumerable suggestions have been 
put forth regarding possible action to be 
taken in strengthening the banking 
structure. Naturally, however, no really 
comprehensive program of action can be 
laid out by any one person. Such action 
must come only after careful investiga- 
tion of our present system, thorough 
study of the causes of failures, and ade- 
quate consideration of all proposed re- 
forms—this work to be done by, or 
under the personal direction of, a well- 
qualified banking commission, repre: 
sentative of all sizes and types of banks. 

Until the appointment of such a con 
mission, however, there is real need for 
constructive suggéstions to be made and 
considered from every angle by individ- 
ual bankers. The following suggestions 


are with such a thought in mind, and are 
mainly set forth as food for thought. 


SAFETY THE PRIME REQUISITE 


In approaching the problem, the prime 
consideration must be, not the banker's 
personal likes or dislikes for certain re- 
forms; instead, our primary considera- 
tion must be the strengthening of the 
banking system to a point where its 
safety is unquestionable. Such a goal is 
an absolute necessity, not alone from an 
ethical standpoint, but because with 
aroused public and legislative opinion, 
safety is the only consideration that will 
bring recognition of the rights of bank- 
ing to continue in the hands of private 
ownership. And any reform offered 
must be so thoroughly sound and com- 
prehensive as to preclude the possibility 
of doubt as to its success. 

The primary suggestion that comes to 
mind is better bank management and, 
closely following, but really included 
under bank management, come: the 
elimination of economically unnecessary 
banks, the adequate capitalization of 
banks, the proper diversification of in- 
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vestments, the more thorough examina- 
tion of banks, etc. 


UNIFICATION AND BRANCH BANKING 


Few, if any, of the many suggestions 
that may be put forth, however, are 
possible without two radical basic 
changes in the banking system. Those 
two basic changes, concurred in by many 
far-sighted bankers throughout the coun- 
try, are: the unification of the banking 
system; and limited branch banking 
privileges. 

There are, unquestionably, many 
bankers who disagree with such a plan. 
And such disagreement is only to be ex- 
pected. Entirely natural and under- 
standable interests enter into the consid- 
eration of such a proposal. The same 
considerations entered into other indus- 
tries when such suggestions were made— 
chain grocery stores, chain drug stores, 
and many other industries faced the 
same problem. But—there was a very 
real difference. Such industries were 
not so closely interrelated with the wel- 
Banking, 


fare of the entire country. 
being a semipublic institution, must, if 
it is to continue, consider the interests 


of the public primarily. Therefore, we 
must approach the problem with an open 
mind—considering past experience and 
future possibilities mainly from the point 
of results to the public. 

First, under unification of the bank- 
ing system, we must consider the all-im- 
portant fact that today we have 49 dif- 
ferent types of bank supervision, and no 
one strong and certain supervisory au- 
thority. The present situation, wherein 
we have 48 state banking systems and 
one national system, and the ease with 
which any bank may, upon taking ex- 
ception to a supervisory admonition or 
adverse legislation, change from state to 
national, or from national to state, makes 
entirely ineffective any real supervision 
from either state or national authorities. 
A real or fancied antagonism on the part 
of a state legislature toward banking 
may bring about a desertion from the 
state banking system, and entrance into 
the national system, on the part of many 


state banks today. And this same situ- 
ation faces national bank authorities. 
With such a lack of real authority, there 
remains little to expect in the way of 
adequate supervision of banking under 
the present dual system. 

Thus, this deplorable condition has led 
to the economically unsound competition 
between state and national banking sys- 
tems. This can readily be appreciated 
by an examination of the greater share 
of the major amendments to the Na- 
tional Banking Law during the past 
twenty years. The greater share of these 
amendments have been made to combat 
state banking privileges—not for the 
benefit of the banking system, but to 
meet competition. 

This same unsound competition has 
led to low standards in the granting of 
bank charters, and has enabled inade- 
quately capitalized and poorly managed 
banks to enter an already over-crowded 
field and further weaken the entire struc- 
ture. 

To sum the situation up, the present 
dual system has fostered ineffective su- 
pervision, unsound competition and un- 
necessary and inadequately capitalized 
and managed banks. In a bulletin issued 
in 1915 by the Federal Reserve Board, 
we find a statement that has proved 
truly prophetic: “There can be but one 
American credit system of nation-wide 
extent, and it will fall far short of satis- 
fying the business judgment and expecta- 
tion of the country, and fail of attain- 
ing its full potentialities if it rests upon 
an incomplete foundation and leaves out 
of its membership any considerable part 
of the banking strength of the country.” 

In bringing about unification of bank- 
ing, two things should be remembered. 
First, to accomplish this desired objec- 
tive, the unification must be forced. The 
failure of the initial aims of the Federal 
Reserve System—to bring about unifica- 
tion—clearly indicates the ineffectiveness 
of a voluntary arrangement. Next, it is 
well to consider that of the two possible 
means of effecting unification—all banks 
operating under national charter, or all 
banks members of the Federal Reserve 
System—the latter seems to offer | 






















































































































































































































































































real trouble to the banks in changing 
over. For example, some states have 
existing laws which would inconvenience 
a change from state to national charter 
—particularly in the matter of trusts. 
Given adequate supervisory authority, 
however, unification may well be accom- 
plished as effectively through enforced 
membership in the Federal Keserve Sys- 
tem, as through the national charter 
method, and without the resulting in- 
conveniences from the latter. 

Our next consideration is the ex- 
tremely controversial question of branc! 
banking. We must consider this in the 
same unselfish spirit as unification—a 
spirit motivated by the welfare of the 
public, and the preservation of what we 
know to be the best and most serviceable 
form of banking—private ownership. 

A brief study of past experience will 
serve well in this instance. Many of 
the following figures might well be 
quoted in support of the previous state- 
ment that a lack of unification brings 
about unnecessary, inadequately capital- 
ized, and poorly managed banks. How- 
ever, these figures are perhaps a bit more 
applicable to a consideration of branch 
banking. 

In eight years, ending 1927, according 
to former Comptroller of the Currency 
J. W. Pole, approximately 40 per cent. 
of the banks that failed were in towns 
with a population of less than 500; ap- 
proximately 20 per cent. were in towns 
between 500 and 1000 population; an- 
other 20 per cent. occurred in towns of 
between 1000 and 2500 population; and 
10 per cent. in towns of between 2500 
and 10,000. In short, over 90 per cent. 
of the failures in these eight years oc’ 
curred in towns with a population under 
10,000. 


MANY SMALL BANKS UNPROFITABLE 


Now, let us look at the small banks 
of the country from a_ profit-making 
standpoint, remembering, first of all, that 
only a profitable bank is a really safe 
one. 

A recent survey discloses the fact that 
in the five-year period from 1926 to 
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1930, 35 per cent. of all national banks 

reporting with less than $150,000 in 
loans and investments showed no profits 
whatsoever. And 19 per cent. of this 
same group earned less than 3 per cent. 
on invested capital. 

Contrast this with the record of na- 
tional banks reporting with loans and 
investments amounting to over $2,000, 
000. During this same five-year period, 
80 per cent. of the banks in this group 
earned over 3 per cent. on their invested 
capital. 

A still further analysis of profits in 
small and large banks is of interest in 
our consideration. In the same five-year 
period, from 1926 to 1930, it was found 
that banks with loans and investments 
of less than $150,000 showed gross 
earnings of $9.18 on each $100 of loans 
and investments—but the net profits for 
this group amounted to only 2 cents per 
$100. 

Contrast this with banks having loans 
and investments of over $50,000,000. 
During this same five-year period, this 
group showed gross earnings of only 
$6.09 for each $100 of loans and in- 
vestments, yet they showed net profits 
of $1.37 per $100. A comparison of 
these figures takes no stretch of the 
imagination to realize not only the dif- 
ference in cost of service to the public, 
but the difference in efficiency possible 
through large-scale operation as com 
pared to small scale. 

Many things enter into the reasons 
for failures and low profit records in the 
small banks. Perhaps it would be well 
first to consider the drastic changes that 
have taken place during the last twenty 
years in the banking situation as it af- 
fects the small bank. 

To begin with, the small community 
which supports the small bank is no 
longer really independent, either socially 
or economically. Improved roads, trans 
portation facilities, and means of com 
munication have made the small inde: 
pendent community a thing of the past. 
With the modern ease of travel and 
communication, the local industries 
which formerly enabled the local small 
bank properly to diversify its loans are 
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now being drawn to the large commer- 
cial centers. The entrance of chain 
stores in the community has replaced 
many local stores, and has withdrawn 
additional opportunities for good local 
loans. Also, economically enforced 
specialization has lessened the chances of 
a local bank to diversify its loans. Today 
entire communities are dependent upon 
one crop, or one industry. The local 
bank may diversify its loans among 
various types of business in this one 
community, but the fact still remains 
that even these various types of local 
business are dependent upon the major 
industry of that community for their 
success. 

It is this lack of possible diversifica- 
tion of loans and investments that forms 
one of the major handicaps of the small 
bank of today. Many other weaknesses 
of the small bank have been cited by 
various authorities, such as: lack of a 
really sound loan policy, the absence of 
comprehensive credit information, a lack 
of expert investment knowledge, and 
other like items. However, the real 
underlying cause of these weaknesses 
lies, not in the small banks themselves, 
but in the fundamental economic changes 
which have forced them into the present 
situation. Such a condition cannot be 
alleviated by mere surface readjustments. 
The cause of the condition is funda- 
mental, and is increasing. Therefore, 
the remedy must be basic and immediate 
if we are to prevent future recurrences 
of the past deplorable results. 

Such basic change has been practically 
impossible before. The public unques- 
tionably felt a natural and commendable 
sentimental regard for the local bank; 
and the small banker himself, having 
been carried along on the tide, had little 
time, nor no necessity, to stop for a 
careful consideration of his present posi- 
tion or his future possibilities. Now, 
however, the public is ready to accept 
any logical solution of the problem, and 
the small banker himself has come to the 
realization that some change must be 
made. Naturally, as would anyone, he 
will oppose any change that would force 
him out of business and result in loss to 
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himself, the stockholders, or the com- 
munity. 

However, no such drastic measures 
need be taken. The establishment of 
branch banking can be accomplished, if 
proper thought and direction are given 
to the problem, with entire fairness to 
the banker and his stockholders. And it 
can be accomplished with increased 
safety and service to the community if 
adequate supervision is made possible by 
unification of the banking system. 


MEANS OF ESTABLISHING PROPER 
BRANCH BANKING 


No one person is qualified to state 
definitely just what the proper procedure 
should be in establishing fair, safe and 
adequate branch banking. Only sug- 
gestions may be made by individuals- 
suggestions that may be considered by 
the bankers themselves, judiciously in- 
vestigated and reconsidered by a truly 
representative banking commission, and 
then recommended for action by our 
legislators. 

A few such suggestions are offered 
herewith. Most of them have been 
brought up time and again by various 
far-sighted bankers, but with scant at- 
tention being given them. Today, how- 
ever, with conditions ripe for a logical 
change, and with all bankers alert to any 
suggestions, it may not be amiss to re- 
peat a few. 

The accomplishment of proper diver- 
sification is not possible through branch 
banking limited by state boundaries. 
Neither is it necessary to extend branch 
banking on a national scale at the start. 
Instead, the extension of branch banking 
will best be accomplished by limitation 
as to trade areas; or, if this is found too 
difficult to arrange, the present Federal 
Reserve districts might well be consid: 
ered as branch banking areas at present 

Provision must be made for banks 
located near the boundaries of the desig- 
nated areas. Such banks would logically 
be entitled to special consideration— 
perhaps to the extent of permitting them 
to establish branches within a radius of 
50 or 100 miles in the territory logically 
served. 
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Some supervisory authority should be 
set up to prevent unfair and economi- 
cally unsound competition between 
branch banks and existing institutions. 
In other words, this supervisory author- 
ity should be empowered to determine 
a fair basis of limiting branches, so that 
no well-established and capably managed 
bank already adequately serving a com- 
munity will be forced out by the en- 
trance of a branch. In cases where an 
existing bank is not capably managed or 
is not properly serving its community, 
such supervisory authority should have 
the power to arrange for the purchase 
of said bank at an equitable figure by 
the branch banking outfit. Without such 
careful supervision of this phase of the 
problem, branch banking would soon 
lessen rather than strengthen public con- 
fidence. 

Many objections will be raised at the 
suggestion of branch banking and uni- 
fication. However, we have reached the 
point when the establishment of these 
two plans are no longer the question. 
The real question is how best to accom- 
plish it. The examples of England and 
Canada have not gone unnoticed by the 
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American public, and already there is a 
growing certainty in the public mind 
that such action is a solution to the 
problem. Legislation enacted by the 
various states and by the Federal Goy- 
ernment clearly show the trend. Further 
controversy on the plans themselves will, 
at the most, only postpone the day when 
such action will become effective. On 
the other hand, further controversy over 
these’ plans themselves may do much 
harm, since valuable time that might 
otherwise be spent in devising proper 
methods of working out the plans may 
be lost. 

A better time will never come for 
bankers to take the initiative and, under 
proper and interested direction, further 
the inevitable basic changes necessary to 
the banking system—unification and 
branch banking. If the present oppor- 
tunity is not taken by the bankers them- 
selves, only two possible alternatives re- 
main. Either such action will be later 
forced upon the bankers without sufh- 
cient time properly to prepare the 
ground, or swift legislative action may 
deprive the banker of an opportunity to 
direct or control his business. 


There Must Always Be Bankers 


HE shuffling of the cards in the new deal has eradicated some 
of the familiar faces among our associates in the banking 


world. 


ee 


What was formerly felt to be a long time, if not a 
life-time job, has in numerous cases terminated. 
machine age operating in the banks one begins to wonder as to 
the permanency of the future and to cast about with perhaps 
some mental panic, wondering what one would do if the necessity 
to find some other work arose. What would you-do? 

It has been said, “Once a banker, always a banker.” This 
applies particularly to those who have been in banking long 
enough to make it their life work. It is perhaps true that banks 
can be run with fewer men, but they cannot be run without any. 
After all, much of banking is a matter of persons and not things, 
and there wil! always be need of the human factor, even though 


With the 


rules and regulations are exactly prescribed for every purpose.— 


Charles F. Ellery in Philadelphia Chaptergram. 






The Socialization of Banking 


By Oscar LAsDON 


HE policies of the present Admin- 

istration have veered sharply from 

the conservative precedents fol- 
lowed in the past. From the legislation 
already enacted and from the voiced in- 
tentions of the Administration’s many 
advisers as to future enactments, it is 
apparent that they are decidedly social- 
istic in nature. Whether we favor such 
a development or not, the fact remains 
that the spirit, if not the actual physical 
presence, of state capitalism has been 
recognized and accepted in this country. 


TENDENCY TOWARD SOCIALISM 


A “national emergency” opened the 
door to a more stringent Government 
regulation of business. However, at this 
moment, it does not appear probable 
that the end of the depression will wit- 
ness the decline of the Government's 
paternalistic attitude toward industry 
nor the removal of the danger of gov- 
ernmental domination. The trend to- 
ward socialism has been apparent not 
only in the fields of labor and industry, 
where such developments are more usual, 
but also in the world of finance. It is 
only natural that banking has succumbed 
to the powerful forces which have been 
hastening the reformation of our eco- 
nomic structure. 

Most of us do not become aware of 
change until its consequences rudely 
shock us into recognition. But whether 
we realize it or not, socialization of bank- 
ing has been taking place on a wide scale. 
The past year has furnished us with def- 
inite indications of the growth of this 
movement. The many changes in both 
our banking system and credit structure 
offer indisputable evidence of this trend. 
Only recently, Professor Berle, one of 
the most distinguished members of the 
“brain trust,” asked whether it wasn’t 
logical for the Government to acquire 
control of the entire banking system. 

Government control of banking has 


been extended in a number of ways. 
First, Treasury authorities have slowly 
but surely worked themselves into a po- 
sition where they, and not the Reserve 
banks, determine credit policy. In the 
second place, they have also developed 
a situation wherein they are able to in- 
fluence, and perhaps dictate, member 
bank policy. 


EXTENSION OF GOVERNMENT CONTROL 
OF BANKING 


The usurpation of central banking 
functions by the Treasury represents one 
phase of the New Deal program. The 
inability of the Reserve banks to induce 
economic recovery during the depression 
resulted in widespread criticism. The 
fact that such criticism existed cannot 
be considered surprising. But it is also 
true that little basis existed for it. We 
must remember that the Reserve banks 
were originally conceived as bankers’ 
banks. Their primary functions con- 
sisted in ironing out irregularities in the 
money market and supplying an ade- 
quate amount of credit for trade and 
commerce. 

However, the Reserve system ulti- 
mately came to be regarded as a cure-all 
for economic ills. To the general public, 
as well as some well-known economists, 
it was supposed to be endowed with the 
magic properties of stabilizing commodity 
prices, preventing bank failures, and 
eliminating the fluctuations of the busi- 
ness cycle. The failure to accomplish 
any or all of these objectives has resulted, 
indirectly and through a combination of 
circumstances, in the subordination of 
the Reserve banks to the Treasury. 

It would be far better if we were to 
recognize the fact that the evils of de- 
flation largely arise out of the mistakes 
of the preceding boom period. During 
1928 and 1929 the Reserve banks found 
it difficult to curb credit inflation. II- 
logically enough, the same public which 
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resented dictation at that time wanted 
interference when the tide turned in 
the opposite direction. The average in- 
dividual has a sublime confidence in cen- 
tralized authority, through whose agency 
he believes a solution to any economic 
problem can be found. 


INDEPENDENCE OF THE SYSTEM 
DESTROYED 


The last traces of the supposed inde- 
pendence of our central banking system 
were destroyed by the Thomas inflation 
bill and the Gold Reserve Act of 1934. 
Under the Thomas bill, the Treasury 
was vested with the power of issuing up 
to $3,000,000,000 in greenbacks, in the 
event that the Reserve banks should re- 
fuse to purchase a like amount of Gov- 
ernment bonds on the Treasury’s order. 
At the option of the Treasury, either 
the Reserve banks were to embark upon 
a wide program of open-market opera- 
tions or the former was to become the 
chief purveyor of paper money to the 
country. Such a program of expansion 
would not be entirely new. Last year, 
at the exhortation of the Treasury, the 
Reserve banks had engaged in huge open- 
market operations. However, no direct 
threat, designed to force their hand, had 
been embodied in legislation. Evidently, 
Republican policy relied on gentler 
methods than direct action. 

While the relationship of the Reserve 
banks to the Government was formerly 
that of fiscal agent, the Thomas bill def- 
initely subordinated the Reserve banks 
to the Treasury. Furthermore, under 
the Gold Reserve Act, a stabilization 
fund was set up under the exclusive su- 
pervision of the Secretary of the Treas- 
ury. The proceeds of the fund may be 
used to operate in United States Gov- 
ernment securities and could effectively 
negative any attempted control of the 
money market by the Reserve banks. An 
implication that such a course of action 
might be pursued, in the unlikely event 
of disagreement between Reserve Board 
and Treasury authorities as to credit 
policy, may be drawn from Professor 
Rogers’ testimony before the Senate 


Banking and Currency Committee. He 
definitely stated that the use of the gold 
profit secured through the devaluation 
of the dollar “would provide an inflation- 
ary influence uncounteractable by Fed- 
eral Reserve action,” if the latter should 
decide to dispose of its vast holdings of 
Government securities. 

In addition to the shifting of credit 
control from the Reserve banks to the 
Treasury, member bank policy was also 
subjected to Government regulation. 
This was accomplished through the lend- 
ing of R. F. C. funds to weak banks and 
through the investing of additional 
amounts in the capital stocks of banks 
throughout the country—presumably to 
strengthen their capital structures. Ac: 
tive interference in the selection of per: 
sonnel has already been witnessed. The 
Continental Illinois National Bank and 
Trust Company of Chicago affords a 
case in point. 


DICTATION OF COMMERCIAL BANKING 
POLICY 


There is no need to emphasize the 
fact that, before long, banks may be 
committed to credit policies which they 
themselves do not deem wise. Dictation 
of commercial banking policy is already 
being made in some of those institutions 
in which the R. F. C. has substantial 
stock investments. This aspect of the 
situation is already dawning on the bank- 
ing community. The funds needed to 
finance the recovery program must be 
made available. Moral suasion, at least, 
may be used to guide our bankers as to 
the desirability of extending credit. 
Furthermore, in an address before the 
American Bankers’ Association Conven- 
tion in Chicago last fall, Chairman 
Jones of the R. F. C. publicly stated 
that if the banks did not voluntarily 
extend sufficient credit, the Government 
would be compelled to take over the 
banking business. His latest speech be’ 
fore the New York State Bankers’ As- 
sociation has been widely interpreted as 
reiterating that stand. In fact, the 
Government has already started com: 
peting with the banks. Commodity 
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credit corporations have been set up in 
the agricultural districts while an “im- 
port and export bank,” to finance Rus- 
sian trade and intermediate credit 
banks, to finance industry, constitute the 
most recent additions. 


PLANNED ECONOMY AND CONTROL OF 
CREDIT 


It has already been pointed out that 
a planned economic system, such as 
seems to be the hope of the Adminis- 
tration, necessitates a surrender of inde- 
pendence on the part of financing agen- 
cies. In more normal years, the banks 
apportioned credit as they saw fit and 
thus tended to guide industrial develop- 
ment. However, in a system where com- 
petitive activity is subordinated to con- 
trolled economy, the Government deter- 
mines the channels in which credit shall 
flow and the amount of the flow. If we 
are going to have a planned economy, 
free banking will be curtailed. The two 
systems are incompatible and can exist 
side by side only in highly modified 
form. 

A political control of currency and 
credit constitutes an obvious source of 
danger. Government control has in- 
evitably led to distressing episodes in the 
economic histories of nations. What is 
the justification for such control? In- 
asmuch as the economic welfare of a 
nation depends largely on a wise central 
banking policy, it is argued that the 
latter should be exclusively under Gov- 
ernment . supervision. However, past 
experience has by no means been satis- 
factory. It is admitted that the policies 


pursued by a central bank are closely 
tied up with the economic welfare of 
the country. However, it is obvious 
that to be successful direction of policy 
must be “unbiased and continuous.” 
But, as has already been learned, under 
such a system continuity of policy is im- 
possible because of changing govern- 
ments. Also, freedom from political 
bias cannot be assured. The only way 
to achieve such continuity would be 
under some single, unchanging form of 
Government which, obviously, has no 
place in a democracy. Possibly John T. 
Flynn was right when he warned Don- 
ald Richberg, legal counsel for the NRA, 
that we were on the road to “economic 
Facism.” 

The dangers of Government domina- 
tion of central banking have been 
demonstrated in many countries. But, 
of course, in the minds of many of our 
leading citizens, this nation provides the 
sole exception to the rule that such in- 
terference is essentially a destructive 
influence. 

However, it may truthfully be said 
that the monetary program of the Gov- 
ernment, in so far as it affects banks and 
banking, has not been adopted merely 
for the purpose of harassing the latter. 
Rather, such measures have been pur- 
sued because they have been deemed 
necessary for the success of the Admin- 
istration’s program of economic recov- 
ery. The problem is not alone one of 
banking; it is much wider in scope, it 
concerns a philosophy of government. 
Time will determine the permanency of 
the new social order. 
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A Prize Contest 
for the Best Letter on Current 
Banking Problems 
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is order to encourage interest in a discussion of current 
banking problems on the part of our readers, we are offering 
a prize of $25 for the best letter received by April 23. 















Letters may be on any banking topic and the award will 
be based on the originality of the idea expressed. 


The subject should pertain directly to some modern prob- 
lem of bank management and should be constructive in its 
nature. 





Letters should be not more than 300 words in length. 
They should be typed on one side of the page only. 


The winner of the contest will be announced in the May 
issue of THE BANKERS MAGAZINE. 


All letters should be addressed to: 


CONTEST EDITOR 
THE BANKERS MAGAZINE 


465 Main Street 
CAMBRIDGE, MASS. 





























A. I. B. to Meet in Washington 


Educational Advantages of the Convention to Be Held in Wash- 
ington. D. C., June 11-14, 1934 


By ALBERT S. PUELICHER 
President of the American Institute of Banking 
Vice-President of the Marshall & Isley Bank, Milwaukee, Wisconsin 


The American Institute of Banking, which is the educational section of the American 
Bankers Association, has, during its thirty-three years of existence, achieved an envi- 
able position in the field of banking education. It is conceded to be the largest single 
educational institution in the country. Devoted exclusively to the teaching of the 
principles of banking, banking law and economics, its curriculum includes the subjects 
of bank organization and operation, commercial law, negotiable instruments, economics, 
money and banking, credit management, analyzing financial statements, bank manage- 
ment and public speaking. Through local chapters the institute conducts classes in 
288 cities throughout the United States. Its teaching staff exceeds 1200, representing 
carefully chosen men from the banking, legal, accounting and teaching professions. 
With a present membership of over 53,000, the enrollments in courses last year sur- 
passed 35,000. The national office, in New York, and particularly that of Dr. Harold 
Stonier, national educational director, continually revises the A. I. B. texts and study 
courses to provide a knowledge of every new development in the banking profession. 
The Carnegie Foundation, commenting on the successful educational effort of the 
American Institute of Banking, declared, “. that in no branch of industry has 
the problem of educating employes been approached with greater thoroughness, and its 
work has had a profound influence on banking, reflected in sounder banking methods 











and a broader and more useful service to the public.’—-THE Epiror. 


UCH of the strength of the 
American Institute of Banking 
has been built upon its depart- 
mental conferences. At the Washing- 
ton convention conference sessions, a 
feast of modern banking information 
will be served. Thinking bank men and 
women, whatever their special line of 
endeavor in their respective institutions, 
will find in one or more of these con- 
ferences enough food for thought to 
give them sustenance throughout the 
ensuing year. These conferences will 
be of a forum nature. Each depart- 
mental conference is a seminar headed 
by a strong leader of importance in his 
field, who directs the discussion and as- 
sists in the solution of the problems sub- 
mitted by those in attendance. 
Following is a list of the departmental 
conferences to be held, together with a 
brief summary of the activities to be 
considered : 
Audits and Accounting. These con- 
ferences will dissect accounting systems 
and explain improved methods of safe- 


guarding banks through periodic audits 
and other forms of control. 

Bank Administration. One of the 
most vital subjects of the day—the in- 
surance of bank deposits—will be dis- 
cussed, as well as various phases of bank 
management. 

Business Development and Advertis- 
ing. This group will present the steps 
in the building of constructive customer 
relations—publicity and forms of ad- 
vertising, as well as selling, merchandis- 
ing, retailing and developing bank busi- 
ness. 

Credits. Those who handle credits 
will be interested in the successful meth- 
ods’ used in the elimination of capital 
loans, as well as other credit policies 
which will be discussed at these meetings. 

Deposit Functions. Here the very im- 
portant subject of service charges under 
the bankers code will be taken up by 
those in attendance. 

Investments and Investment Banking. 
Full consideration of the Securities Act 
will be given here. 
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Savings Banking. This conference 
will claim those who are responsible for 
the safeguarding of thrift and Christmas 
club accounts, for the reduction of in- 
terest, and for other savings department 
operations. 

Trust Functions. The establishment 
of confidential relations and the judicious 
administration of a trust fund will be 
considered in this conference. 

In addition to the departmental meet- 
ings, there will be institute conferences, 
including public speaking and debate. 
These two conferences should be of great 
interest to those bankers who desire to 
explain to the public the changes to 
which banking has been subjected re- 
cently. 

Other institute conferences will cover 
the subjects of chapter administration 
and chapter publicity, which have to do 
with the efficient management of locai 
institute organizations, and public edu- 
cation, which, as its name implies, has 
to do with the education of the general 
public in economics and banking. 


At the educational session of the 
chapter administration conference, the 
institute curriculum will be discussed, as 
well as the content of the institute study 
courses. The two recent publications 
issued under the auspices of the institute, 
entitled Anti-Depression Legislation and 
Banking and the New Deal, and the text 
on Constructive Customer Relations 
issued by the Public Education Commis- 
sion of the A. B. A. and sponsored by 
the institute, have drawn such favorable 
comment that there will be discussion as 
to ways and means of continuing the 
expansion of institute educational mate- 
rial, in order to embrace all current de- 
velopments. 

At the annual public speaking con- 
test, which is one of the highlights of 
the convention, the subject of Construc- 
tive Customer Relations will be pre- 
sented by the nine survivors in the coun- 
try-wide public speaking elimination 
contests. There is no subject which de- 
serves closer attention from bankers 
today. 

At the two general convention ses 
sions, there will be addresses, one by an 
outstanding educator and the other by 
a banking official well known through- 
out the country for his practical bank- 
ing experience and progressiveness. 
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LACK OF REVERENCE FOR 
MONEY 


I believe the American people care 


less about money than others. I believe 
that one of the reasons for certain de- 
fects, certain disastrous results in our 
civilization, certain things which are not 
admirable, is due to the fact we do not 
care enough about money; we do not 
worship money enough; we do not have 
a proper opinion and reverence for 
money.—Rev. Milo Hudson Gates. 





Our New Foreign Trade Policy and 
the Banker 


By JoseEPH STacG LAWRENCE 


HE request of the President for 


new and exceptional power in the 

negotiation of trade agreements 
with foreign nations, and the statement 
of Secretary Wallace regarding the 
future trade policy of the United States, 
presage a change in our commercial re- 
lations with the outside world which will 
necessarily touch the interest of the 
banker at numerous points. 

To appreciate the direction which de- 
velopments are taking it is necessary to 
bear in mind certain facts. These con- 
sist of the traditional tariff policy of this 
country, the present power of the chief 
executive, the nature of the new power 
which he demands, and the lines of pol- 
icy as laid down by Secretary Wallace. 

In spite of persistent and powerful 
agitation from the economists in favor 
of free trade, this country has remained 
persistently protectionist. Of the seven 
tariff acts since, and including the Mc- 
Kinley Tariff Act of 1890, only one, the 
Underwood Act of 1913, contains a 
definite free trade gesture. The follow- 
ing table presents a thumb-nail sketch of 
tariff legislation since 1890: 


Rates on 
Tariff Act Year Dutiable Goods 
Per cent. 
48.4 
Wilson 41.3 
Dingley 46.5 
Payne-Aldrich 40.7 
Underwood 7 210 
Pordney-McCumber .. 22 38.2 
Smoot-Hawley 46.6 


The very first act of Congress was 


the passage of a tariff bill imposing a 
levy of 5 per cent. on every item in the 
list with not a single exception. Between 
1789 and 1812 no less than thirteen 
tariff acts were passed. It must not be as- 
sumed from this that a high tariff party 
existed in this country from its founding. 
The Federal Government found customs 


duties the only reliable source of revenue 
and was forced to lean rather heavily 
upon them. Curiously enough, this very 
dependence introduced a certain mod- 
eration into the tariff policies of the 
country. For between absolute protec- 
tion and the fiscal needs of the Treasury 
there is an irreconcilable conflict. The 
better the protection the less revenue the 
Treasury collected. Hence all tariff 
legislation was limited by the interest of 
the fisc. 


PROTECTION A LOCAL PROBLEM 


It is doubtful if the abstract consid- 
erations on the subject so vigorously 
advanced by the economists ever had 
much influence on Congress. The issue 
of protection was local rather than gen- 
eral, concrete rather than abstract. The 
South has been an advocate of free trade, 
not because it believes in or even under- 
stands the doctrines of regional special- 
ization and comparative advantage by 
which the economists justify free trade, 
but rather because it was definitely in 
the interest of the South. She special- 
ized in the production of cotton more 
than half of which must be exported. 
This surplus was used to buy food and 
manufactured goods. Her buyers were 
abroad. Furthermore, her cotton would 
go further in exchange for other articles 
in England than in New England. 

The mills of Pawtucket, on the other 
hand, finding it difficult to compete with 
the output of Manchestrian looms, de- 
manded protection. This was a matter 
of life and death for the New England 
mill operator, and his position on the 
great issue of free trade was rationalized, 
if at all, on the imperative basis of self- 
preservation. The years have in no way 
altered this fact, to wit, that the tariff 
is a local issue resting entirely upon the 
economic interest of the particular com- 
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munity. That explains the traditional 
attitude of the Democratic party in 
favor of free trade and the opposition 
in favor of protection. 

One of the difficulties of this problem 
is that our politicians, industrialists, and 
even some bankers, regarded foreign 
trade as a one-way passage of goods 
rather than an exchange of goods. Our 
Congress has always been in favor of 
complete protection for American manu- 
facturers and free foreign markets for 
our surplus. This precise point of view 
was expressed only recently by Chair- 
man Farrell of the National Foreign 
Trade Council, when he stated that the 
council was in favor of reciprocal trade 
agreements with foreign countries, pro- 
vided American producers at home were 
first guaranteed complete protection. 


MEANING OF TRADE UNDERSTANDING BY 
THE ADMINISTRATION 


On behalf of the present Administra- 
tion it may be said that this inconsist- 
ency is recognized openly perhaps for 
the first time. Politically, the recogni- 
tion is merely another unhappy legacy 
of the war and the golden decade of the 
twenties. During the twenty-year 
period from 1914 to 1933 this country 
sold abroad approximately twenty-five 
billion more than she bought. The sale 
was made possible by an investment on 
Government and private account of a 
similar amount during this period. The 
Government purchased ten billion of 
allied bonds during the war and used 
the proceeds to pay American farmers 
and munitions manufacturers. After 
the war private investors took up the 
burden of financing American exports 
and paid for an additional fifteen billion. 
This liberal credit resulted in the de- 
velopment of excess capacity both in 
agriculture and industry. The suspen- 
sion of credit left this excess capacity 
with no place to go. 

Assuming a 6 per cent. rate of return, 
our foreign investment calls for an 
annual volume of $1,500,000,000. If we 
cross off the war debts and charge them 
to experience, the balance demands an 


annual service charge of $900,000,000, 
Assuming no resumption in the flow of 
American capital abroad, this situation 
calls for an annual adverse trade bal- 
ance of approximately a billion dollars, 


THREE ALTERNATIVES 


This situation produces three distinct 
positions. A compromise or a variant 
of one of these the Administration must 
take: 


1. The post-war lending and “favor. 
able” trade balance position may be 
resumed. During the period 1919-32 
this country had an average annual 
balance of $1,129,189,000. Assum- 
ing an annual service charge on 
private investments abroad of a bil- 
lion dollars, this would require 
roughly a cumulative yearly credit 
for foreign buyers of $2,100,000, 
000. Even if the memory of all 
past experience could be erased, it is 
doubtful if the country could or 
would absorb such a yearly total of 
foreign I. O. U.’s. Theoretically, 
however, this would make possible 
the service of foreign bonds held by 
Americans and the use of industrial 
and agricultural surplus capacity— 
for a limited period of time. 

A second possibility is to admit 
enough foreign goods to pay for our 
exports and service the foreign 
debts. Again using the average fig 
ures for the period 1919-32 this 
would call for imports totaling ap 
proximately seven billion dollars a 
year. It is doubtful if this country 
can admit more than a billion of 
foreign products which do not come 
into direct or indirect competition 
with American goods. The remain: 
ing six billion would consist of items 
which now enjoy considerable pro’ 
tection—textiles, clothing, — shoes, 
hardware, etc. This policy would 
virtually destroy such domestic in 
dustries in order to put idle acres 
of land and unused capacity in the 
automobile, office appliance, agricul 
tural machinery and __ locomotive 
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plants to work. Unfortunately the 
management, stockholders and 
workers who benefited in the latter 
would not be those who suffered 
from the removal of protection. 


A third policy is to limit imports to 
those items which we cannot pro- 
duce at home, such as coffee, rubber, 
silk and tin. The value of such 
items hardly reaches a billion dol- 
lars. The question then arises, 
“What should this billion be used 
for? To service foreign bonds held 
by American individuals and insti- 
tutions, or to give occupation to 
some of our surplus capacity?” 


A CHOICE WHICH CANNOT BE MADE 


Before proceeding with the difficulties 
of choice it is necessary to point out that 
the first of the aforementioned possibili- 
tis—i. e., the restoration of the pre- 
depression status quo with huge sums 
placed at the disposal of foreign buyers, 
with American investors subsidizing 
overexpanded home industries—is out 
of the question and has nothing to 
recommend it either economically or— 
and this is far more important from the 
standpoint of policy—politically. We 
need only mention the resentment of 
those who now hold the bag and the 
Federal Securities Act. 

The range of practical choice may be 
defined by the two extremes presented 
under (2) and (3). The first of these 
may be defined as internationalism or 
free trade and the second as economic 
nationalism or self-containment. 


THE CODES AND 


The New Deal, with its emphasis 
upon higher wages and shorter hours, 
has made the realization of the free trade 
ideal more remote than ever. In. the 
production of many articles which come 
into competition with American goods 
the sole differential is the cost of labor. 
There are striking exceptions. Among 
imports are tin from Bolivia, silk from 
Japan, coffee from Brazil and caviar 
from Russia. The production of these 
articles is purely a matter of geograph- 


FOREIGN TRADE 


ical advantage. On the side of exports 
we have the automobile. To get the 
best results in terms of costs, cars must 
be produced in large quantities and to 
do this requires an enormous amount of 
capital investment. Abroad domestic 
demand must be present to justify a com- 
paratively substantial capacity. Belgium, 
for example, could hardly afford to erect 
a plant for the production of a low- 
priced car which would compete with 
the Ford. There are not enough prospec- 
tive buyers in Belgium to warrant a 
plant that could produce such cars 
economically. Because of its broad 
domestic market the United States is 
able to support manufacturers of cars, 
heavy machinery, typewriters, motor- 
cycles and farm equipment. Mass pro- 
duction in these lines results in econo- 
mies substantial enough to offset any 
differences in wage levels. 

Tariff policy must, therefore, con- 
sider two types of trade. The first in- 
volves goods which both countries can 
produce equally well with labor cost as 
the only difference. This covers the 
greater field of possible trade. The sec- 
ond includes goods in the production of 
which each party enjoys an advantage 
of climate, natural resources, or mass 
output so distinct as to overshadow labor 
costs. If the Government could forget 
the farmer and the owner of foreign 
bonds, a simple solution might be dis- 
covered in the exchange of locomotives, 
automobiles, grain-harvesters and adding- 
machines for tin, silk, coffee and caviar. 
The difficulty is that the sum of the 
latter which can be imported without 
injury to any domestic producer scarcely 
approaches the surplus of mass produced 
articles which American plants would 
like to sell. Of these three interests— 
i. e., the manufacturer of mass products, 
the investor and the farmer—the most 
important politically is the farmer. It is 
he who holds the key to our future 
foreign trade policy. 


STATEMENT OF SECRETARY WALLACE 


Our three export-import banks are 
headed by George N. Peek, a vigorous 
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friend of the farmer. The most impor- 
tant statement of trade policy which the 
Administration has made has come from 
Henry A. Wallace, Secretary of Agri- 
culture. It appears in pamphlet form 
with the title “America Must Choose,” 
and is under the auspices of the Foreign 
Policy Association and the World Peace 
Foundation. It is by all odds the most 
significant and realistic statement ever 
made on the subject by an important 
public official. It recognizes the spurious 
character of our post-war prosperity— 
that it rested largely upon the credit ad- 
vanced first by the Government and later 
by private investors to foreign buyers. 
It points out that free trade and foreign 
competition as practiced in the past 
where we “function internationally as 
sellers, yet nationalistically as buyers” 
leads to “bloody foreclosure proceedings, 
at the point of guns.” On the other hand, 


complete self-containment has its objec- 
tion. “If finally we go all the way toward 
nationalism, it may be necessary to have 
compulsory control or marketing, licens- 
ing of plowed land, and base and surplus 


quotas for every farmer, for every prod- 
uct, for each month of the year. We 
may have to have Government control 
of all surpluses, and a far greater degree 
of public ownership than we have now. 
It may be necessary to make a public 
utility out of agriculture and apply to it 
a combination of an Esch-Cummins Act 
and an Adamson Act. Every plowed 
field would have its permit sticking up 
on its post.” 

WHAT THE MIDDLE COURSE MEANS 

Between these two extremes Wallace, 
and he speaks apparently for the Admin- 
istration, would choose a middle course, 
a “clean-cut program of planned inter- 
national trade or barter.” This policy 
would contemplate the export of one- 
half our cotton crop, two-fifths of our 
tobacco, one-third of our lard, and pos- 
sibly one-sixth or one-seventh of our 
wheat. It calls for a careful system of 
international accounts, involving the 
precise allocation of every debit and 
credit in the international balance of 
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trade. It means direct, rather than in- 
direct, or three-cornered trade. It calls 
for the sacrifice of certain domestic in- 
dustries which are not economically jus 
tifiable in order to permit the importa: 
tion of foreign-made goods in payment 
of exported surpluses. In the field of 
agriculture Wallace has intimated that 
flax, sugar beets, and wool, are eligible 
for the altar. Who the manufacturing 
victims will be has not been indicated. 
Finally, it means that the President must 
have the power to conclude and promul- 
gate reciprocal trade agreements with 
foreign countries. 


CONGRESSIONAL APPREHENSION 


The latter request sticks in the Con- 
The Smoc t- Hawley 
tariff bill consumed fourteen months of 
“deliberation” by Congress and involved 
the examination of 3300 separate items. 
Each Congressman is reluctant to con 
cede to the President the power of life 
and death over an industry in his home 
district which provides a livelihood fox 
some of his constituents. 

The bankers’ interest in this problem 
cannot be generalized any more than that 
of the business man, the farmer, or the 
Congressman. In so far as he holds 
foreign bonds, his interest lies definitely 
in the direction of free trade. On the 
other hand, if his bank is located in any 
one of a score of New England towns, 
whose industries would be wiped out by 
the removal of tariff protection, he must 
restrain his internationalism. The banker 
will find scant comfort and no guidance 
in general theories. All he can do is to 
take his portfolio, the positions of his 
borrowers and depositors, and construct 
a balance-sheet of injury and_ benefit 
from any specific action of the Adminis 
tration. The chances are that it will 
only cause him to tear his hair. No 
course which the Government can put 
sue will be free from heartaches. Over 
a long period of time the interest of 
the banker in the future, as it has been 
in the past, will be predominately at 
home. 


gressional gorge. 





Bank Earnings and Credit Inflation 


By F. L. 


Statistician, Hoit, 


HE setting of the stage for what 

might readily develop into a major 

expansion in bank earning assets 
when the present difficulty experienced 
by banks in employing funds gives way 
to fuller investment of excess reserves, 
is one of the important implications of 
the Government’s huge credit inflation 
program. Already, the confidence gen- 
erated by the stable dollar has greatly 
improved the outlook for bond accounts 
of banks. 

The apparent decision of the Admin- 
istration to resort to credit inflation in- 
stead of currency inflation is a wise one. 
Credit inflation is nine times as potent 
as currency inflation, as normally about 
90 per cent. of the nation’s business is 
transacted by means of the bank check. 
Further, credit inflation is not subject to 
uncontrolled expansion, as it is limited 
by the size of bank reserves and can be 
to a large extent controlled by Federal 
Reserve and Treasury policy. In addi- 
tion, credit expansion is a familiar proc- 

and thus is not regarded with dis- 

st, whereas printing of additional 
loads of paper money would quickly de- 
stroy confidence. 

In his budget message to Congress, 
President Roosevelt outlined a tremen- 
dous financing program, calling for ap- 
proximately $10,000,000,000 in new 
financing, $4,000,000,000 in refunding 
issues and $6,000,000,000 in new issues. 
This heavy addition to the public debt 
in itself would entail a large expansion 
in bank credit. In addition, however, 


GARCIA 
Rose & Troster 


the greatly enlarged credit base provided 
by devaluation of the dollar and by pri- 
vate imports of gold for resale to the 
Treasury have further furnished a basis 
for a truly staggering maximum credit 
expansion. 

The Government's financing opera- 
tions are being reflected in steadily 
mounting deposits in the banks. Initially, 
in so far as banks subscribe to Govern- 
ment issues by the “book-credit” method, 
Government deposits in war-loan ac- 
counts are increased. Eventually the 
Treasury will draw against these bal- 
ances and pay out the funds into public 
circulation, from which the funds will 
return to the banks as private deposits, 
creating in the process increased velocity 
of deposits. 

It is in the employment of the grow- 
ing volume of deposits that the banks 
have it within their power to realize the 
full benefits of credit expansion and in- 
creased turnover of deposits. For the 
present, the inability to place funds 
properly is causing a huge store of excess 
reserves to accumulate. The hope is, of 
course, that sooner or later the heavy 
Government spending currently in 
progress will stimulate industry sufh- 
ciently to the point of increasing demand 
for legitimate commercial loans. Pend- 
ing this anticipated demand for accom- 
modation, the bond market appears to 
hold the best possibilities for the banks. 

In the meantime, the Government 
through its borrowing from the banks 
and spending in various projects is act- 


TABLE I 
New York City Member Banks 


(000,000 omitted) 


Private Deposits 


Demand 


$5737 
5257 
+$480 
+9.1% 


Grand 

Total 

$7224 
6336 


+$888 
+14.0% 


385 


Government 
Deposits 
$797 
386 


Time 


$690 
693 


Combined 


$6427 
5950 


+$411 
+ 106.5% 


+$477 


+8.0% 


—$3 
—~0.4% 
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TABLE II 
New York City Member Banks 


(000,000 omitted) 


March 21, 1934 
Dec. 27, 1933 


Change 


ing, in effect, as the intermediary be- 
tween the banks and general business. 
The accompanying three tables are in- 
tended to illustrate the rising volume of 
deposits in New York City as the result 
of Government financing and increased 
velocity of deposits. Table I indicates 
an increase of approximately $888,000,- 
000 in gross deposits of New York City 
banks since the close of 1933. 

As this table shows, the increase in 
Government deposits has been almost as 
large as the rise in private deposits. On 
a percentage basis, the increase in Gov- 
ernment deposits has by far exceeded the 
rise in private deposits. As the process 
of conversion of Government deposits 
into private deposits continues, further 
increases in private deposits can be ex- 
pected, thus adding to the store of funds 
seeking investment. 

Of interest in the case of New York 
City banks has been the increase in the 
item, ““Net Due to Banks,” which meas- 
ures the flow of out-of-town funds to 
New York City. Table II indicates an 
increase of $377,000,000 in “Net Due 
to Banks” since the close of 1933. 

When the Banking Act of 1933 was 
passed, eliminating interest on demand 
deposits, it, was believed that out-of- 
town banks would decrease their bal- 
ances with New York City correspond- 
ents, and keep funds at home that would 


Due from 


Due to Net Due 
Banks 


Banks to Banks 
$1512 $1427 
1050 
+$377 
+35.9% 


+$387 
+13.3% +34.4% 
ordinarily have been routed to New 
York City. However, New York City 
is the only real money market for the 
country. The out-of-town banks are ex- 
periencing just as much difficulty in 
placing their funds, and they apparently 
prefer to leave to their New York City 
correspondents the knotty problem of 
finding suitable investment for the funds. 
Despite prevailing low money rates, 
New York City banks continue to be 
well supplied with out-of-town balances, 
perhaps more so than they desire. 

The Banking Act of 1933 was enacted 
on June 16, 1933. In appraising its 
effect to date on the volume of deposits 
in New York City member banks, Table 
III is of interest. 

Such is the picture presented by the 
rising volume of deposits in New York 
City banks. What to do with this vol 
ume of available funds is the most press’ 
ing banking problem of the day. Money 
rates are so low that money goes beg: 
ging in the money markets, but low 
money rates in themselves create the like- 
lihood of a good bond market, especially 
as bonds now have the further advantage 
of a stable dollar. Confidence is needed 
in liberalizing investing policies regard: 
ing bonds. One of the prominent trust 
companies in New York City that pub- 
lishes its detailed list of investments 
shows a decided preference for medium: 


TABLE Ill 
New York City Member Banks 
(000,000 omitted) 


Demand Time 
March 21, 1934 


June 14, 1933%....... 5869 687 


Change - : +$3 


$5737 $690 


Due Due 
Government from Banks to Banks 
$797 $85 $1512 
76 gS 1474 


+$721 +$8 +$38 
+948.7% +10.4% +2.6% 


— -* a4 
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TABLE IV 
New York City Member Banks 


Earning Assets 


(In proportion to deposits) 


Loans on 
Securities 
March 21, 1934 
Dec. 27, 1933 


grade bonds. Investing preferences vary, 
of course, but confidence in the ability 
of the Administration to balance the 
budget, to maintain Government credit 
and to stimulate industry through its 
spending program will go a long way 
toward encouraging investment in prom- 
ising bond situations. 

Whatever expansion in earning assets 
has occurred to date in the case of New 
York City member banks has been in 
Government securities, which would be 
logical at the outset of the Government's 
financing operations. Since the close of 
1933, earning assets of New York City 
member banks have shown fluctuation 
in proportion to deposits as shown in 
Table IV. 

The growth in excess reserves should 
be considered in conjunction with this 
table. Excess reserves draw no interest 
at the Federal Reserve Bank and their 
rapid accumulation graphically _ illus- 
trates the inability to find suitable com- 
mitments for available funds. Table V 
illustrates the growth in excess reserves 
of New York City member banks. 

In view of these large excess reserves, 
there is no basis for the fear that, be- 
cause of their carrying a large part of 
the public debt in the form of Govern- 
ment securities, New York City banks 
will not be able to take care adequately 


All Other 
Loans 
22.7% 
26.3 


Other 
Securities 
16.0% 

17.6 


Government 
Securities 
37.6% 
35.6 


of legitimate commercial borrowing 
when it does develop. To the contrary, 
on the basis of their current volume of 
excess reserves, New York City member 
banks could properly expand loans to a 
maximum of $4,510,000,000, should the 
need ever arise for that amount of ac- 
commodation. 

How have New York City banks been 
able to make money? As the most im- 
portant reason, we would mention the 
material decline in interest cost of de- 
posits due to elimination of interest on 
demand deposits provided by the Bank- 
ing Act of 1933. Table VI summarizes 
the element of cost of the various types 
of deposits of New York City member 
banks. 

In addition to the above, overhead, of 
course, should be also considered as com- 
prising a portion of cost of deposits. 

Table VI indicates that over 90 
90 per cent. of the volume of New York 
City bank deposits are wholly interest- 
free. This is a significant factor from 
the standpoint of earnings as it places 
banks in a position to work out a margin 
of profit even under present low money 
rates, provided that the funds actually 
find investment. 

Other factors which explain the ability 
of New York City banks to maintain 
earnings are lowered operating expenses; 


TABLE V 
New York City Member Banks 


Reserves 
(000,000 omitted) 


13 Per Cent. 
of Demand 
Deposits 
$746 
683 


$21 
21 


3 Per Cent. 
of Time 
Deposits 


Actual 
Reserves at 
Fed. Res. 
$1218 
789 


Total Legal 
Reserves 
$767 
704 


Excess 


$451 
85 


+$366 
+430.6% 
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TABLE VI 
New York City Member Banks 


March 21,1934 


Volume in Relation 
to Total Deposits 


Type of Deposits 
Private: 
Demand 
Time 
Public: 
Government 
(War-loan accounts) 


Reserve 


Requirements Interest Security 


None 
*Maximum 3% 


None 
tNone 


13% 
2 
3 


None None 


100% 


*Ruling by Federal Reserve Board 


tExcept postal savings and other 


stability of trust department earnings; 
earnings from miscellaneous — sources, 
such as imports of gold for resale to the 
Treasury and arbitraging between silver 
spot and futures; and recoveries from 
charge-offs. The last named factor will 
become especially important over the 
longer term. While a generalization on 
this point would be of no real signifi- 
cance, much depends on the nature of 
the assets charged off and whether they 
are still in the possession of the banks. 
Nevertheless, it is safe to expect recov- 
eries to constitute an important addition 
to the normal recovery in earnings. 

In further considering the cost of de- 
posits, the “temporary” deposit insurance 
plan is important. The benefits to the 
banks of the “temporary” deposit insur- 
ance plan greatly outweigh the small 
cost. Among the benefits are restoration 
of public confidence, less urgent necessity 
for high liquidity and a return of de- 
posits to the banks from hoards. 


public deposits included in time category, 


Following a decision reached at a 
White House conference on February 
14, 1934, to extend the life of the “tem- 
porary” deposit insurance plan for a full 
year to June 30, 1935, President Roose- 
velt addressed a letter to Senator 
Fletcher, chairman of the Senate Bank: 
ing and Currency Committee, in which 
he indicated approval of the proposal. 
In his letter, the President called atten- 
tion to the fact that approximately 99 
per cent. of the banks of the country 
have complied with the provisions of the 
law and as a result 97 per cent. of their 
depositors are insured to the full amount 
of their deposits. 

The postponement of the “perma: 
nent” deposit insurance plan is consid- 
ered necessary in order to provide more 
time to study the operation of the “tem 
porary” fund as a basis for recommenda 
tions of changes. Thus, there is a grow 
ing belief that the “permanent” plan in 


TABLE VII 
New York City Banks 


“Temporary” Deposit Insurance Premiums 


Per 


Share 


4 of 1 Per Cent. 


Premiums Already 
Paid 
$0.02 
0.08 
0.03 
0.03 
0.08 
0.26 
0.10 
0.02 
0.16 
0.05 


Bankers Trust 

Bank of Manhattan 
Chase National 
Chemical 
Commercial National 
Corn Exchange 
Guaranty Trust 
Irving Trust 
Manufacturers 
National City 


Trust 


Interest 
*Demand Deposits 


Net 
Saving 
$0.47 
0.24 
0.37 0.34 
0.34 0.31 0.09 
1.59 1.31 0.24 
0.59 0.33 0.78 
2.45 2.3 0.30 

1 

1 


Balance of Maximum 
Prem. Liability 
$0.06 
0.24 
0.09 


$0.49 


0.32 


0.16 0. 0.06 
0.33 0. 0.48 


0.35 0.30 0.15 


*Average for period Dec. 16, 1933—-March 17, 1934. 
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its present objectionable form may never 
be inaugurated. 

The “temporary” plan insures bank 
deposits up to a maximum of $2500. 
The “permanent” plan would insure 100 
per cent. deposits up to $10,000; from 
$10,000 to $50,000, 75 per cent.; and 
over $50,000, 50 per cent. insurance. 
Under the “temporary” plan, assess- 
ments are definitely limited to 1 per 
cent. of insurable deposits. Under the 
“permanent” plan, however, assessments 
would be unlimited and would be based 
on total deposits. 

With the “temporary” plan extended 
for a full year, New York City banks, 
through the elimination of interest on 
demand deposits, save considerably more 
in demand interest charges than they are 
required to pay under the “temporary” 
deposit insurance plan. These savings 
will be accentuated even more in the 
event that interest rates rise. Over the 
12-year period, 1921-32, New York 


Clearing House banks paid an average of 
approximately 2 per cent. on demand 
deposits. For the present, in view of 
low money rates, we are justified in tak- 
ing as a basis for computation, the aver- 
age rate of only one-quarter of 1 per 
cent. last paid on demand deposits by 
New York Clearing House banks in the 
year 1933. On this basis, the net sav- 
ings per share for leading New York 
City banks would be indicated as in 
Table VII. 

Summarizing, whether increased de- 
mand for loans will develop, or even 
whether expansion in other earning as- 
sets of banks will materialize, is, of 
course, a matter for the future trend of 
conditions to decide. In the meantime, 
however, it is well for the investor in 
New York City bank stocks to realize 
that inflation is being handled through 
the banks and that the foundations are 
being laid for a potentially large increase 
in bank earnings. 





WHAT THEY SAY 


SIGNIFICANT EXTRACTS FROM CURRENT COMMENT 


COUNTRY NOT GOING BACK 


In this great evolution through which 
we are passing the average American is 
doing splendid service by coming back 
at the captious critic and saying to him: 
“Well, old man, and what do you sug- 
gest?” One thing is very certain, we are 
not going back either to the old condi- 
tions or to the old methods.—Franklin 
D. Roosevelt. 


INFLATION A POSSIBLE DANGER 


As warring class interests merge on 
Washington and cancel each other, and 
as they cry for panaceas of one type and 
another, if we don’t cut through illusion 
to realty, there will be genuinely un- 
controlled inflation of a sort that will 
produce most astounding  results.—- 
Henry A, Wallace, Secretary of Agri- 


culture. 


FINE TRADITION OF THE BANK 
OF ENGLAND 


It is no mere accident that the Bank 
of England, which enjoys a legal free- 
dom and an independence in its organ- 
ization and activities equaled by no 
other important central bank, has estab- 
lished the finest tradition of central 
banking to be found anywhere in the 
world.—Edward H. Collins, in New 
York Herald Tribune. 


BETTER OFF WITHOUT CUR- 
RENCY TINKERING 


No one can doubt, it seems to me, that 
we would have been much better off 
today if we had not had any currency 
tinkering, but had worked steadily to- 
ward resumption at the old standard 
value after the suspension caused by the 
bank panic a year ago.—Edmund Platt, 
in New York Times. 
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INFLATION LEADS TO 
CATASTROPHE 


The American experiment should be 
followed very closely. In the United 
States, Government intervention in busj- 
ness is direct; and sometimes it takes a 
peremptory form. The codes are nothing 
more nor less than collective contracts 
to which the President compels both 
parties to submit. We must wait before 
passing judgment on that experiment. 

I should, however, like to anticipate 
my opinion on one point, and it is that 
monetary manceuvres cannot bring about 
a real and enduring price rise. If we 
wish to delude mankind we can have re- 
course to what used to be known as 
“clipping the coinage.” But all who do 
not obey the dictates of economic and 
social empiricism have formed a quite 
definite opinion. The path of inflation 
leads to catastrophe. Who indeed can 
really think that the multiplication of 
monetary tokens can increase national 
wealth? The comparison has already 
been drawn: it is like thinking that by 
printing a million times the same nega- 
tive of the same person the population is 
increased by a million men.—Benito 
Mussolini. 


AN OPTIMISTIC VIEW 


It is quite the habit for us to laud the 
present day as being one of tremendous 
advancement in the arts and industries, 
and sometimes we are so optimistic as to 
laud the period as one showing advance 
in civilization, culture and kindly living. 


—Edward G. Budd. 


DEPRESSION “JUST A STATE OF 
MIND” 


The automobile industry never looked 


better than it does today. The depres 
sion was just a state of mind. It is over 
for every one who has changed his state 
of mind.—Henry Ford. 





Loan Controls in Weaker Nations 


By CHESTER LLOYD JONES 
Director, School of Commerce, University of Wisconsin 


ATIONS, like individuals, in the 
now regretted years of the “new 
era” were sanguine as to their 

economic strength. Borrowers sought to 
increase their obligations, bond houses 
furnished optimistic prospectuses for 
public issues which crowded on each 
other’s heels and lenders paid what was 
asked with little study of what they 
were purchasing. None of the three 
took responsibilities as seriously as it is 
now evident would have been wise. 

Now that the bubble has burst, de- 
faults on public borrowings in the less 
developed countries—and in some in 
which the world had considered public 
finance on firm foundations—have _ be- 
come so frequent that they are almost 
accepted as a matter of course. 

A committee of Congress has busied 
itself with investigations of the condi- 
tions under which the loans were floated 
—especially those to the weaker nations. 
Congress has passed the “Corporation 
of Foreign Bondholders Act, 1933,” in- 
tended to save what may be recovered 
from the defaulting countries. Self- 
appointed bondholders’ committees offer 
to do a similar service. 


TARDY NATURE OF PROTECTIVE EFFORTS 


So far as these efforts, public and 
private, are concerned with debts already 
contracted they are, unfortunately, to a 
large degree like locking the garage after 


the car is stolen. The defaults on the 
debt services are here. Many of them 
are becoming chronic and the principal 
of investments in not a few of the loans 
to weaker states will never be paid at 
face. We must try to save what we can 
of the investors’ capital, but it is at least 
as important to seek to shape conditions 
so that in the future losses of the sort 
that must now be taken shall be mini- 
mized even if they cannot be avoided. 


The problem is greatest in loans to the 
weaker or less developed nations. The 
stabler industrial states in normal times 
have fairly balanced budgets, keep up 
loan services and regularly float their 
issues within their own borders. As a 
rule, therefore, they do not have “foreign 
loans.” But a new state whose growth 
is less financed by local capital must de- 
pend heavily on resources furnished 
from abroad both for private enterprises 
within the country for the development 
of its resources and for the money which 
goes into loans to the Government for 
financing presumably constructive activi- 
ties. Many of them for long periods 
have annual budgets out of balance 
which build up heavy floating debts 
which, in turn, are from time to time 
converted into long-term borrowings at 
home or abroad. Such a program in 
public finance is not, in itself, to be con- 
demned. If kept within proper bounds 
it well may be that a national debt may 
be steadily increased over a long term 
while the national economic strength at 
the same time grows even more rapidly, 
at least in part due to the facilities which 
the increasing borrowing makes possible. 

The case becomes quite different when 
in prosperous times deficits are not closely 
watched and the total of the public debt 
is not constantly scrutinized. The belief 
may then take root that the next year is 
sure to be better than any previous one 
and appropriations may be made and 
loans contracted in that belief. Such a 
conviction seems to have been back of 
public financing in recent years by no 
means only in less developed states. 


SOME SORT OF CONTROL DESIRABLE 


Some sort of control of both appropri- 
ations in current budgets and of borrow- 
ing for public purposes is essential. In 
more conservative communities popular 
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opinion acts as a real, though imperfect, 
check upon the public authorities. There 
is little similar restraint on borrowings 
in less developed states, particularly 
where the lenders are foreigners. No 
state looks with favor on regulation of 
its right to borrow or on _ provisions 
which give outside interests control over 
the disposition of certain portions of its 
reserves. Nevertheless, both in the new 
world and the old a long list of foreign 
loans, much longer than is commonly 
supposed, involves “controls,” unofficial 
and official. If a country can borrow 
abroad on reasonable rates on its un- 
secured credit it does so. If for any 
reason it can not, but still is forced to 
borrow, it consents to “guarantees.” 
Not a few of the loans in the new world 
in recent years, perhaps most of them, 
have involved pledging of specific rev- 
enues to the service of stated loans. This 
is done either by agreements with finan- 
cial groups or by these plus more formal 
arrangements involving in varying de- 
gree the government of the lender. In 
the new world the lender has in recent 
years tended to be the United States. 

Whether future lending to the less 
developed states in the new world will 
be accompanied by an increase of the 
unofficial or official “controls,” it is too 
soon to tell. Possibly private creditor 
groups, national or international, may 
develop means by which the borrowings 
of the weaker states may be kept within 
conservative limits. Some degree of such 
restraint has been exercised through the 
Corporation of Foreign Bondholders set 
up in Great Britain in 1873. But cur- 
rent experience amply demonstrates that 
whatever has been done has not been 
sufficient to check unwise borrowing and 
to avoid defaults. Possibly through 
greater international co-operation more 
effective measures can be developed. 
On the other hand, the readjustments 
which will have to be made in foreign 
debts may prompt wider activity by the 
governments of the lenders both to re- 
strain their citizens from risky lending 
and to induce whole-hearted efforts on 
the part of the borrowers to fulfill the 
terms of their loan contracts. 


MINIMIZING THE PROBABILITY OF 
DEFAULTS 


The first—risky lending—is aimed ; 
by the now much discussed provisions of 
the “Securities Act of 1933” relating to 
registration and the information which 
must be furnished when new securities 
of foreign governments are to be floated 
in the United States. The second, the 
co-operation of the borrowers, may be 
sought, with or without direct support 
by the government of the lenders, 
through elaboration of methods of loan 
controls already in existence. 

The degree to which the risk of de- 
fault can be reduced by the establish- 
ment of such controls may be judged 
from the experience with them in the 
Caribbean region which in the last gen- 
eration has almost become a laboratory 
for experiments in this field. 

In the opening years of the century 
Venezuela went through a painful series 
of incidents in international economic 
politics which involved the pledging of 
certain public incomes for debt services 
as a result of forcible intervention by 
Great Britain, Germany and Italy. Later 
an international conference resulted in a 
declaration at The Hague in 1907 which 
seems to have made it unlikely that force 
will again be resorted to in the Amer: 
ican states, at least to induce the pay- 
ment of public debts owed abroad. 

Since the beginning of the century, 
however, every one of the other inde- 
pendent Caribbean units has had the as 
sistance in its public finances of foreign: 
ers, with or without support by outside 
governments. Possibly -the record otf 
what these arrangements have accom’ 
plished may point the way for future 
regulation of public borrowings. 


RESULTS OF OUTSIDE AND OTHER 
“CONTROLS” 


These “controls” range through a 
wide variety. Some, like a number in 
Colombia and Guatemala, create the ob- 
ligation to devote the yield of specific 
taxes to the loan service though the col’ 
lection and disbursement of the funds 
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remains with minor qualifications in the 
hands of the local authorities. The value 
of such provisions has at the present 
time become a subject of wide difference 
of opinion. Some believe that they have 
been merely catch-phrases valuable in 
selling the bonds to the lenders but that 
they are no effective check on the bor- 
rower if he wishes to divert the funds 
in violation of the terms of the agree- 
ment. Others believe that the visualiza- 
tion of the obligation to pay the return 
of specific pledged taxes for stated pur- 
poses has held the debtor to a higher 
standard of action even though default 
in many cases has not been avoided. At 
any rate, the record shows that ex- 
pedients of this sort are by no means 
uniformly effective. 

Another class of controls, like those 
in Salvador and Costa Rica, have given 
the lenders the right to take an active 
part in the disposal of the pledged funds 
through resident representatives either 
continuously through the period of the 
contract or when default has actually oc- 
curred. Like the class preceding, these 
arrangements have not uniformly as- 
sured the payments due. In fact, the 
lenders have not in the instances cited 
taken or been granted the control of the 
sources of revenue which it was appar- 
ently intended they should administer. 
Perhaps as normal conditions return 
they may be allowed to do so, but for 
the present the special terms of the con- 
tract have not been an unfailing guar- 
antee. This sort of “guarantee” may 
contemplate co-operation of the govern- 
ments of lender and borrower in carry- 
ing out the terms of the contract. 

Another class of undertakings, includ- 
ing the debt contracts of Cuba and by 
implication those of Panama, involve a 
more far reaching official co-operation by 
a foreign government—in these cases the 
United States—particularly in limiting 
the amounts to be borrowed. In the 
case of Cuba the arrangement, until the 
close of 1933, avoided default—though 
sometimes by a narrow margin. Panama, 
in which the control is not explicit, has 
on the other hand been unable to keep 
up her debt payments. 


Still another class of loan controls in- 
clude those in the Dominican Republic, 
Haiti and Nicaragua. In the first two, 
formal treaty engagements of the United 
States have given it functions in con 
nection with the customs. In Haiti 
powers are exercised over other public 
revenues and over expenditures. In 
Nicaragua, though there is no formal 
engagement establishing the co-operation 
of the United States, the actual contro! 
over public finances affects both revenues 
and expenditures. In all three cases con- 
trol over borrowings is exercised. In 
all three, also, interest payments on the 
foreign debt continue in spite of the 
world-wide crisis, though only in Haiti 
is amortization now taking place in reg- 
ular course. These controls have beyond 
doubt made the position of the lender 
much stronger than it otherwise would 
have been and have restrained unwise 
borrowing. 

Taken as a whole, therefore, the 
Caribbean loan controls extend from 
pledges dependent in the last analysis 


upon action by the local sovereignty, to 
far-reaching regulation of local revenue 
and expenditure by representatives of a 


foreign government. There seems little 
reason to doubt that in the large view 
varied arrangements have acted as a re- 
straint on ill-considered adventures in 
public finance. It is hard to believe 
that greater debts would not have been 
accumulated in the recent easy money 
market had the local administrations 
been free to borrow from anyone who 
would lend. Certainly this group of 
American states, which many have con- 
sidered the weakest in the new world, 
or perhaps in the world as a whole, has 
made a better record in living up to its 
debt contracts than many states com- 
monly held to be economically stronger. 
Of the eleven units in the Caribbean, 
one has no foreign debt, three keep up a 
full debt service, or now that Cuba is 
defaulting, two at least a partial service, 
and some of the others have made credit- 
able efforts to defend the national credit. 

Though the record is favorable, how- 
ever, the difficulties which these weak 
states now face amply demonstrate the 










fact that no loan control eliminates risk 
in international lending. Creditors must 
frankly face the fact that in countries as 
dependent as these are upon a few prod- 
ucts entering largely into international 
trade, conditions may arise under which 
foreign debt services cannot be paid 
without breaking down the elemental 
government services of public order, 
health and communications. Bringing 
about such circumstances is to the ad- 
vantage of no one and to avoid them 
the creditor must be willing to postpone 
amortization payments and interest pay- 
ments and if necessary to adjust the 
principal of his claim to the debtor's 
ability to pay. 

Finally, it is frankly to be recognized 
that “guarantees” for loans are un 
popular with debtors, whether these be 
individuals or sovereign states. Debtors 
may accept loan controls under the pres- 
sure of financial necessity or under the 
compulsion of political circumstances, 

































































































































the present minutes. 
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No Arguments Against Service Charges 


F anyone can think of a sound reason why the local banks 

and trust companies should not lay a service charge on checks 
drawn against small accounts I'll be very glad to spread it upon 
So far, the only criticism of the proposal 
that I have heard has been idle abuse, all of it, apparently, 
grounded on the theory that bankers are now feroe naturoe, and 
have no rights left in either law or equity. 


but they will always seek to keep them 
to a minimum. Hence, though from a 
financial point of view they may be to 
the great advantage of both lender and 
borrower, they are politically irksome 
and it is not to be expected that they 
will be welcomed. 

Economically they may justify them- 
selves. Their performance may even be 
brilliant. But to give greatest success 
they must often reach far into the 
“rights” of the local government. For 
the greatest efficiency they must take 
over public functions all peoples jeal- 
ously guard. The nations least efficient 
in the management of their finances may 
look askance at any limitation on their 
power over their purse-strings. If loan 


controls under public or private authority 
are to work smoothly those who manage 
them must show in high degree the 
ability to avoid offense of the suscepti 
bilities of the peoples which consent to 
their establishment. 





But that is simply 


The majority of bankers in practice in this town are 
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competent and careful men who run their business honestly, and 
have been ready to pay off their depositors at all times. During 
the Big Boom they suffered serious competition from the wild- 
catters, and were forced into doing things that their better judg- 
ment disapproved. But they did those things reluctantly and 
managed somehow to avoid disaster, and now they are going 
back to safer and more rational methods. One of the signs of 
that return is their effort to get rid of business that is trashy and 
unprofitable, and must be carried on at the risk and expense of 
their more reasonable depositors—H. L. Mencken in the Balti- 
more Sun. 


The Expense of Losses in Bank 
Earning Assets 


By FRepEricK MUELLER, JR. 


This is the seventh of a series of twelve articles by Mr. Mueller in which he 
discusses the various problems involved in the management of the earning assets 
of a bank. The first article appeared in the October issue. A few copies of 
subsequent issues are available to new subscribers wishing to have the complete 
series, and may be obtained if application is forwarded promptly.—Enprror. 


HE previous article dealt with losses in general. In 
Pits article the expense of the losses will be observed. 

The forces operating to create losses have been pre- 
viously generalized. In what amounts do these cumulative 
errors, the remoteness of control, and the external and in- 
ternal causes affect the actual expense of losses? 

As has been previously indicated, there is no hard and 
fast rule by which credit extensions can be divided into 
short term or long term obligations. The former may be 
initiated as short term loans, but may for reasons before 
outlined, resolve themselves into long term credit. For like 
reasons, long term credit, so classified in general, may 
actually be short time. Regardless, however, of the inability 
to draw a definite line between the two, and call particular 
commitments by name, attention is directed to the attributes 
attached to each type. The longer the credit, the greater 
time there is for errors to cumulate. Of course an error 
will cumulate in short as well as long time credit, but it does 
become a more dangerous factor in the latter case. Remote- 
ness of control is another cause of losses; which control, 
most conspicuous in long time credits, in which it is so far 
removed as compared to short time capital, that the differ- 
ence is worthy of notice. The causes, external and internal, 
(Article VI) which affects the debtor’s position, and ulti- 
mately the losses sustained in earning assets, have peculiar 
effects, and are difficult of analysis as previously indicated. 
But all of these causes do have an effect, and in order to 
study them properly, it will be necessary to consider the 
type of credit, whether long time or short time, as set forth 
in the report of the Comptroller of the Currency, at all 
times bearing in mind that this formal classification is arbi- 
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trary in many cases. With this caution, attention will be 
directed to the amounts of losses, their source and their 
distribution. 

The following table indicates the gross earnings of all 
national banks and the trend in charge-offs of earning 
assets: 

TABLE 
AND CHARGE-OFFS OF EARNING 


(000 omitted) 


22 





GROSS EARNINGS ASSETS 





Per Cent. 


. Earning Assets Charge-Offs to 

Gross Earnings Charged Off Gross Earnings 
1922 $1,067,268 $168,652 15.82 
1923 1,049,408 142,348 12.53 
1924 1,074,559 127,456 11.81 
1925 1,124,097 120,853 10.76 
1926 1,192,218 117,388 9.81 
1927 1,243,043 114,191 9.25 
1928 1,344,406 122,097 9.07 
1929 1,424,485 130,273 9.12 
1930 1,427,341 165,188 11.56 


1931 1,308,764 





306,158 





23.37 


These preceding figures indicate the changes and the 
effect of writing off bad loans, discounts, and investments, 
out of earnings. Gross earnings have shown a consistent 
growth over the period until the final year. The decrease 
in that year, although substantial, was not so large that 
it seriously affected the result, the increase in gross earnings 
amounting over the whole period to 22.62 per cent. At the 
same time, although the total earning assets charged off 
have been more changing in amount, there has been an in- 
crease over the period of 81.53 per cent. In other words, 
the earning assets charged off have increased taking the 
period as a whole, about three and one-half times as fast 
as gross income. 

The proportion of earning assets charged off has been 
a fluctuating amount, generally less up to 1929, and follow- 
ing that, increasing severely. This has been due to two 
‘auses: first, the earnings were continually increasing which 
in itself would tend to make a constant charge-off propor- 
tionally less. But in addition to this, the absolute amount 
of charge-offs was decreasing. ‘The two exerted themselves 
to make a continuous and decided downward trend in 
relative charge-offs. On the other hand, during the two 
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TABLE 23 
PROPORTIONAL CHARGE-OFFS OF SECURITIES AND LOANS AND DISCOUNTS TO 
GROSS EARNINGS 


(000 omitted) 


Securities Per Loans and Discounts Per 
Gross Earnings Charged Off Cent. Charged Off Cent. 


1922 $1,067,268 $33,444 3.09 $135,208 12.65 
1923 . 1,049,408 21,890 120,438 11.44 
1924 074,559 21,642 102,814 9.58 
1925 .. 1,124,097 95,552 8.54 
1926.......... 1,192,218 93,605 7.88 
1927 .243,043 86,512 6.99 
1928 344,406 92,106 6.84 
1929 424,495 86,815 6.10 
1930 427,341 103,817 7.28 
1931 308,764 119,294 186,864 14.13 
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last years, gross earnings were not only decreasing but 
write-offs were increasing. So drastic was this increase 
that in two years’ time, the charge-offs increased about 135 
per cent. 

There is a point beyond which no bank will continue in 
business. When total expenses reach the total income, there 
being no profit remaining, the primary inducement to con- 
tinue in business no longer remains. Among the expenses 
which a bank must face, in addition to the depreciated 
market value of its investment securities, and reserves 
against bad loans and discounts, are those which must be 
written off directly out of income, as losses in earning assets. 
Every banker expects to write off some errors in Judgment 
but when such errors amount to nearly one-quarter of the 
gross earnings in a year (‘Table 22), the amount because of 
its size, if for no other reason, will command attention. 

We have seen that charge-offs in proportion to total 
assets have been increasing and that the trend in investment 
securities to total charge-offs has been upward due largely 
to the cumulative effect and the lack of control retained by 
the creditor. The next step is to examine the losses in 
securities, loans, and discounts in order to more effectively 
determine which of these two is contributing the greatest 
loss. 

From inspection, it can be determined that the total 
losses charged off from loans and discounts remained rela- 
tively higher than the total losses absorbed in securities. 
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However, we have already determined that loans and dis- 
counts have varied from 71.35 per cent. of the total earn- 
ing assets in 1922 to 63.21 per cent. in 1931. Stating this 
another way, the ratio of loans and discounts to investments 
in 1922 was 2.83 times, while the ratio in 1931 was 1.71 
times. It would seem that there might be a relationship 
then in the relative losses as between the two classes of 
credit. Let us assume for the moment that there is, then 
the losses charged off in 1922 on loans and discounts should 
be 2.83 times the losses charged off on investments, and in 
1931, these losses should be 1.71 times. Such losses would 
then appear as shown in Table 24. 


TABLE 24 


ASSUMED THEORETICAL LOSSES IN LOANS 





AND DISCOUNTS 










Proportionate Security Ratio of Loans Assumed Theoretical 
Charge-Offs to Gross and Discount to Losses in Loans 

Incomes Investments and Discounts 

Per Cent. Times Per Cent. 


. ) SRO itaae ASO 3.09 2.83 8.74 
3) ee 1.71 15.54 





































This is purely a relationship based upon the theory that 
other things have remained equal. If it were true, then 
either the investment account of banks showed sagacious 
management in 1922, or else the losses in loans and dis- 
counts have been greater than is necessary. Furthermore, 
to carry our analysis farther, if our reasoning is correct, 
then loans and discounts have had exceptional management 
in 1931, or else losses in bonds have been too great. As 
an actual fact, the losses in loans and discounts were 12.65 
per cent. in 1922, and in 1931, 14.13 per cent. This theo- 
retical conception must then be tempered in some degree. 

In 1922, the proportion of Government bonds to total 
investment securities stood at 53.09 per cent. This in itself 
indicates the policy of banks at that time towards liquidity 
and safety. In 1931 however, the proportion of Govern- 
ment bonds had fallen to 42.89 per cent., or over ten per 
cent. As earlier pointed out, this no doubt was one result 
of an effort to show greater earnings and the faith which 
existed in active markets for the absorption of “other securi- 
ties.” Such a policy will no doubt reflect much light on the 
existing trend in losses in securities. Although the security 
accounts may not have been the beneficiary of unexcelled 
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management, still the policy of carrying over half of the 
account in governments did reduce the possible losses. On 
the other hand, we find that in 1931, the amount of 9 
ernments was ten per cent. lower, relatively, which left : 
widening margin for inexperienced and questionable pae Ty 
ment. No doubt it is this change in policy to a large degree 
which has contributed to increase the losses in investments. 
Before leaving this question of investments, let us look 
at the comparative losses and investments in 1922 and in 
1931. 


TABLE 25 






OTHER THAN GOVERNMENT 





LOSSES IN SECURITIES OWNED, 
TO GROSS INCOME 
Securities Other Than 
Governments to Total Security Losses to 


Investments Gross Earnings 
Per Cent. Per Cent. 


1922 vr 16.91 3.09 
1931... se 57.11 9.09 


10.20 











6.00 





Increase 





These two increases have been out of line. The losses 
in relation to gross earnings have increased much more 
rapidly than have investments. Securities other than gov- 
ernments have increased about one and two-tenths times 
over the period, whereas losses have increased in relation 
to gross earnings about three times. In other words, losses 
have increased about two and a quarter times as fast 
securities. This is by no means conclusive proof, that the 
increase of “other” holdings is a dangerous policy. It is, 
however, indicative that a policy of investing freely in gov- 
ernments results in the smallest proportion of write-offs 
and that a shift from this policy is apt to bring in its trail 
a series of security write-offs, which errors and mistaken 
judgments cumulating over a period of time, will create a 
greater expense in the form of a loss than is necessary. 

In view of the expense of charge-offs, we may direct 
our attention to the income account of the banks, with re- 
spect to the earnings derived from loans and discounts, and 
investments respectively. Table 26 on the next page exhibits 
the earnings derived from these earning assets and the per- 
centage return. 


























Cc ne ee ee ee eee ee ee eee aaa 


THE BANKERS MAGAZINE 


oe es 


TABLE 26 
INCOME FROM EARNING ASSETS AND RATE OF RETURN 


(000 omitted) 
Income from Per Cent. 
Loans and Discounts to Total Earning 
and Investments Assets 
1922 $955,451 6.05 
1923 939,552 4.98 
1924 965,876 .06 
1925... 976,458 31 
1926 046,992 43 
1927 040,178 .10 
1928 ,128,569 .06 
1929 »214,448 65 
1930 :202,900 
1931 081,965 


52 


18 
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This table indicates that there has been an upward trend 
in the amount of earnings, derived from the earning assets. 
At the same time the trend in the percentage of earnings 
to these assets has not remained constant. If rates had 
remained the same over the period, and the commitments 
1ad remained proportionally the same, it would be logical 
to expect the return experienced in 1922 to continue at or 


very near this level for the following years. Such, however, 
was not the case. ‘The variations may be observed in 
Table 27: 


TABLE 27 
CHANGES IN AMOUNT OF RETURN AND RATE OF RETURN ON EARNING 
ASSETS— (1922-1931) 
Increase in Amount of Return on Decrease in Rate of Return on 
Earning Assets Earning Assets 
Per Cent. Per Cent. 


+13.24 —.87 


It is evident that the income from earning assets was not 
keeping pace with their growth. From inspection, it can 
be seen that the income has increased 13.24 per’ cent., but 
the rate of return on the other hand indicates a drop of 
.87 per cent. from 6.05 per cent. in 1922 to 5.18 per cent. 
in 1931. It is evident, then, that the funds advanced, in 
general, were being advanced at a progressively lower rate. 

It is now desirable to break down the total earnings 
figure into that part derived from loans and discounts and 
that portion earned by investments. 'Table 28 indicates 
the source of these earnings as between the two types of 
-arning assets. 





THE BANKERS MAGAZINE 


TABLE 28! 
INCOME FROM EARNING ASSETS BY CLASSES AND PERCENTAGE TO TOTAL 


(000 omitted) 


Earnings of Per Cent. to Total Per Cent. to Total 
Loans and Income from Earnings of Income from 
Discounts Earning Assets Investments Earning Assets 


1927 $767,292 73.77 $272,886 26.23 
7.62 
6.36 


5.5! 
.O$ 


1928 817,231 72.38 311,338 27 
1929 894,032 73.6 320,416 2 
1930 903,858 i: t 299,042 2 
1931 761,889 70. 320,076 2 


‘This is a new Classification, and a breakdown for the full period under 
review is not available. It will, it is hoped, indicate a tendency. 


( 


. 


The relative amounts contributed to the total earnings 
derived from the earning assets must be viewed in the light 
of the proportional amount of commitments. It has been 
stated earlier (Article 4, Table 10) that from 1927 to 1981, 
the proportion of investments to total earning assets in- 
creased from 31.40 per cent. to 36.79 per cent., or 5.39 per 
cent. In the face of this increase, the proportional earnings 
have risen only 3.36 per cent. It appears to substantiate 
the conclusion above, that the commitments being made in 
investment securities were being made at progressively 
lower rates, and that the loans and discounts were showing 
a tendency to contribute more per dollar of commitment. 

In examining the losses in loans and discounts, we find 
that the periods under review covers a period showing ex- 
tremes at both the beginning and end. At the beginning of 
the period, business was just emerging from a depression 
and loans and discounts, the makers of which had suffered, 
were being realigned, in view of the possibility of recovery. 
At the time, loans and discounts were 71.35 per cent. of all 

earning assets, so that the opportunity for erroneous judg- 

ment was very large. Also at this time, more than half of 
the investment securities of the banks were in governments. 
The discrepancy then that appears between the losses in 
loans and discounts and losses'in investments relative to 
gross income is not as large as would appear when tem- 
pered with these qualifications. 

In addition to this, the degree of fluctuation in the losses 
in loans and discounts is not as apparent as it is in invest- 
ment securities. The highest and lowest proportion of losses 
to gross income is shown in Table 29 on the following page. 
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TABLE 29 
VARIATION IN CHARGE-OFFS OF EARNING ASSETS BY CLASSES TO GROSS 
INCOME 
Security Charge-Offs Loans & Discounts Charge-Offs 


to Gross Income to Gross Income 
Per Cent. Per Cent. 


High (1931) 9.09 14,13 (1981) 
Low (1926) 2.01 6.10 (1929) 
Per Cent. 

Variation 7.08 8.03 


There appears to be a greater fluctuation between the 
high and the low, in the proportion of charge-offs in loans 
and discounts than in investments. As a matter of fact, 
this is not true. The high point in the proportion of invest- 
ment charge-offs to gross income is four and one-half times 
the low point; whereas in the loans and discounts proportion 
of charge-offs to gross income, the high point has been only 
about two and one-third the low point. This is helpful, 
only inasmuch as it may contribute information in develop- 
ing a policy. As between a prosperous year and a bad 
year, the increased losses which the banks are forced to take 
on their loans and discounts are only about a half greater 
than those losses necessary to take on investments. This 
indicates that even though the losses may be proportionally 
greater in loans and discounts, still they are more even and 
the experience seems to have been that the losses in bonds 
tends to increase at a very rapid rate, 

Loans and discounts and securities charged off are those 
commitments which are worthless as an earning asset. How- 
ever, such a charge-off does not relieve the borrower from 
his legal obligation, but the obligation itself is merely re- 
moved from the assets of the bank. Following the write- 
off of these loans, there comes a period of readjustment. 
It is during this time of readjustment, whether personal or 
corporate, that the debtor weighs the claims, either volun- 
tarily or by legal procedure, and through a mutual agree- 
ment with his creditors, undertakes the repayment to them, 
pro rata. In the case of a corporation, it might take the 
form of a new security. Such repayment in the case of an 
individual might be the proceeds of an insurance policy pre- 
viously assigned by the decedent to the bank, in lieu of 
further claim. Recoveries therefore may be had through 
many sources, and these recoveries will reduce or correct 
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the previously assumed loss. ‘Therefore, the losses must 
not be taken at their face value but the loss should be com- 
puted on the basis of what recovery is received. For the 
period under review, the recoveries are contained in 
Table 30: 

TABLE 30 

RECOVERIES ON CHARGED-OFF ASSETS 
(000 omitted) 


Per Cent. 
Totai Recoveries to Charge-Offs 


1922..... a 24.85 
RR erates 51,100 35.91 
1924... ioaativaseacess see 26.77 
1925 39,686 33.05 
WB rccccesecses) sascaveesssacse Se 37.60 
1927 eee 27,767 24.56 
NOI co eon osc oiSewwcasincesiesss SN 22.13 


1929 err re: 20.00 
i. Se . 22,878 13.93 
NOD ioioce nec kcasiiec SO 8.49 


It is evident from these figures that from the beginning 
of the period, up to and including 1926, the items charged 
off showed an increasing collectibility. This bears out the 
previous statement that the early part of the period under 
review was one during which business was emerging from 
a depression. During depressions, and immediately follow- 
ing, the financial strain serves to eliminate the good risks 
from the bad, and as a consequence, the charge-offs of the 
latter tend to rise. Usually, the first loans and securities 
charged off are those least desirable and in the most drastic 
straits. From these, the recoveries will be relatively less 
than from the charge-offs made during a business revival. 
During a period of revival business activity accelerates, 
reacting to the benefit of the hard pressed creditor. As 
a consequence, it is not surprising that the proportional re- 
coveries increased over the first half of the period. 

The period following 1926 is significant however. ‘To 
the middle of 1929 all authorities agree that business ac- 
tivity was in an excellent state. During this time, however, 
recoveries on charged off assets became relatively less and 
less. Generally, conditions were favorable to the business 
man, and if recoveries continued to decline, the conclusion 
seems warranted that the banks were making increasingly 
hazardous commitments. 
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TABLE 31 


INDEX OF TREND IN RECOVERIES 
1926 = 100 


OF EARNING ASSETS 





1922 . 66 1927. 65 
1923. 90 1928 58 
1924 71 1929 53 
1925. 87 1930 37 
1926 100 1931 22 








There is a distinction between making a sound loan, 
which later turns out to be uneconomic, and an advance 
which is unjustifiable in the beginning. 'The former class 
will show a higher proportion of recoveries, for though they 
may have to be charged off as liquid earning assets, still 
time and co-operation will effect some recovery. In a loan 
which is unjustifiable at the beginning, except for unusual 
and fortuitous circumstances, the recoveries will be neg- 
ligible. In the beginning it is probably a rather “full” loan 
on speculative security, the advance being on the assumption 
that some related specific trend which has recently de- 
veloped will continue. The moment this recently developed 
trend changes, the original “full” advance becomes a 
hazardous one from a banker’s viewpoint, and the assump- 
tion on which the loan was to be repaid no longer remain- 
ing, necessitates charging it off. From this type there is 
little recovery. 

We have indicated in Table 30 how drastically the re- 
coveries declined from 1926. In that year, recoveries were 
37.60 per cent. of the total charge-offs, while in 1931, such 
recoveries were only 8.49 per cent. This is indicative of 
at least one fact, that charge-offs were coming more and 
more to be actual losses, with little subsequent possibility 
of recovering any substantial amount. It has the appear- 
ance of inefficient banking, especially in view of the fact 
that charge-offs have shown an increasing tendency over 
the past few years. 

Of course the most perfect record is one in which all 
earning assets charged off are fully recovered. This, how- 
ever, is only a theoretical concept, and the best that can be 
expected is an approximation to this goal. Table 30 indi- 
cates that in the year 1926, 37.60 per cent. of all earning 
assets charged off were recovered. This is the closest 
approximation to perfection during the period. Using in- 
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dex numbers we can more clearly see the results in the re- 
coveries. ‘Table 31 indicates the variations in index num- 
bers. 

This brings out in bold relief the extent to which re- 
coveries were diminishing. ‘The year 1926 divides the period 
into two groups which form a very significant comparison. 
During the first period, recoveries to total charge-offs were 
tending toward a higher level, and contained the probability 
of a substantial recovery. During the latter half of the 
period, however, the proportion of recoveries became pro- 
gressively less, so that for every item charged off the prob- 
ability of a recovery became increasingly Temote. It indi- 

‘ates the desperate character of charge-offs, and a laxity 
on the part of the banking profession. As earlier indicated, 
this is the more serious because the drastic decline is occur- 
ring during a time of excellent business activity, and can 
les ad only to the conclusion that the charge-offs must have 
been the result of inefficient credit extension. 

Unfortunately, the available statistics do not divide the 
recoveries on earning assets charged off, into loans and dis- 
counts, and investments for the full period under considera- 
tion. Fortunately, however, such a division is made begin- 
ning in 1927 and covering the remainder of the period, 
which appears to be the most important half. The accom- 
panying table indicates the recoveries in these classes for the 
last five years of this period: 


TABLE 32 
CLASSES TO 





RECOVERIES 





TOTAL 





RECOVERIES BY 
(000 omitted) 


PROPORTION OF 





Total Recoveries on Per Cent. Recoveries on Per Cent. 

Recoveries Loans and Discounts to Total Investments to Total 

1927 $27,767 $18,883 67.85 $8,884 32.15 
1928 26,848 19,519 74.07 7,329 25.93 
1929 . 25,977 18,149 69.23 7,828 30.77 
1930 22,875 15,680 69.56 7,195 30.44 
1931 25,956 16,606 65.38 9.350 34.62 








The figures indicate that as between the two types of 
sarning assets, the amount of recoveries remain relatively 
steady. This is a consideration, however, only of the dollar 
amounts recovered and leads one to the conclusion that for 
every dollar recovered, about thirty cents represents re- 
coveries on bonds, and about seventy cents represents re- 
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coveries on loans and discounts. However, we must con- 
sider the fact that the relative losses in these two classes 
have been changing. The relative changes in charge-offs, 
and the recoveries made, in relation to these changes is 
indicated in Table 33: 


TABLE 33 


PROPORTIONAL CHANGES IN RECOVERIES AND CHARGE-OFFS OF 
INVESTMENTS 
Per Cent. Recoveries Per Cent. Charge-Offs 
to Total Recoveries to Total Charge-Offs 
1927... : ascovecss: ane 23.69 
1931 . 84.62 38.89 


Increase ae 2.47 15.20 


In the five-year period from 1927 to 19381, there was a 
relative increase of charge-offs of investments of 15.20 per 
cent., and an increase in recoveries of only 2.47 per cent. 
The charge-offs were increasing at a more rapid rate than 
were the recoveries, the latter increasing only 16.25 per cent. 
as rapidly as charge-offs. Stating it another way, it means 


that the increases in charge-offs to recoveries were approxi- 
mately six to one. Inasmuch as the loans and discounts 
movements are reciprocal to the investments, as the two 
make up the total, we may say that the recoveries of loans 
and discounts show a relative increase over those charged 
off, of six to one. 

Inasmuch as one of the incidents to profits is the absorp- 
tion of losses, attention will be directed to the proportion 
of losses over the five-year period, in each class, with the 
percentage of losses to the income produced (Table 34). 


TABLE 34 
NET LOSSES TO INCOME FROM EARNING ASSETS BY CLASSES 


INet Lossesin , Per Cent. to In- Per Cent, to 

Loans and come from Loans Net Losses in Income from 

Discounts and Discounts Investments Investments 
1927 ................ $67,629 8.81 $18,695 6.84 
1928 . ee 8.88 21,862 7.02 
1929 .. . 68,666 7.78 35,630 11.10 
i | rn tg 9.74 54,176 18.11 
BOE inscsssscsrevecs Ee 22.34 109,994 34.37 


*Net losses are the total charge-offs less recoveries. 
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The proportional charge-offs against earnings may be 
set out as in Table 35. 


TABLE 35 





TO EARNINGS BY CLASSES 





VARIATION IN PROPORTION OF CHARGE-OFFS 












Investments 





Loans and Discounts 
Per Cent. Per Cent. 


s927 Cj 8.81 6.84 
oo ae 22.34 34.37 





13.53 27.53 


Over the same period, the amount of income absorbed 
by losses in investments has increased at double the rate of 
loans and discounts losses to income. Both classes have 
shown a continued upward tendency, but it has been most 
pronounced in the class of investments, This is an un- 
favorable indication, but more so as we consider the invest- 
ment account. In previous calculations, governments have 
been eliminated. However, we cannot eliminate the income 
from these bonds. We do know, however, that in 1931, 
Government bonds constituted about 43 per cent. of the 
portfolio. It is also common knowledge that during this 
period, Government bonds neither defaulted nor receded in 
price sufficiently to cause heavy depreciation. Consequently 
in 1931, the 34.37 per cent. of income necessary to charge- 
off losses was used to write off the securities other than 
governments. In this light it appears doubly unsatis- 
factory. 

The net result of such an analysis indicates only the 
trend over the last five years of the period under review. 
However, it tends to substantiate our previous statement 
that the result of the cumulative manner, in which long term 
credit disadvantages accrue, precludes the possibility of as 
substantial a recovery as if the creditors had some direct 
control over its use, at frequent intervals. Whereas the 
loans and discounts charged off. have been increasing, the 
increase has not been as rapid as have the recoveries. On 
the other hand, the charge-offs of investments have also 
been increasing, but they have been increasing at a more 
rapid rate than recoveries. ‘The trend indicated then in 
Table 31 is due largely to the absence of recoveries in in- 
vestments. If it had not been for the excellent record dis- 
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played by recoveries in loans and discounts, the result would 
have appeared even more pronounced. Such an analysis 
will not enable us to say, however, that investments are not 
as desirable earning assets as are loans and discounts. Such 
a statement would require a qualitative examination. How- 
ever, the experience of national banks during this period 
indicates that the losses and recoveries in investment securi- 
ties has not been as favorable as was generally assumed, and 
that the trend indicates an increasingly burdensome ex- 
pense. 

As earlier pointed out, every banker hopes against but 
expects losses from loans and investments. These usual 
write-offs are only one item of bank expense, and is gen- 
erally considered as only incidental to the ultimate end 
sought. The reduction in these losses, however, will enhance 
the profit of the undertaking and when these losses become 
out of alignment, a close scrutiny of the situation is in order. 

In the light of available evidence, this article has in- 
tended to bring out the experience of national banks. It 
was discovered (‘Table 29) that although the earning assets 
had shown an increase of 32.24 per cent. that charge-offs 
had increased 81.53 per cent. during the same period. By 
breaking down the total charge-off figures, into the com- 
ponent parts, those for loans and discounts and investments, 
the changes in these two items were observed. Over the 
period, the charge-offs for the former item increased 38.20 
per cent., while the increase in the latter item was 256.69 
per cent. Both of these items had been increasing at a 
‘apid rate, but the important observation is that losses in 
loans and discounts had been increasing at about the same 
rate as the earning assets. On the other hand, the losses 
written off as investments had increased not only more 
rapidly than earning assets, but also much more rapidly 
than ‘the increase in total charge-offs. In other words, 
losses in investments were creating an increasingly large 
amount of this expense. 

In considering these losses in relation to gross earn- 
ings, it was found that the latter were being used to a 
greater and greater extent to absorb losses in earning assets. 
This expense increased from 15.82 per cent. in 1922 to 
23.37 per cent. in 1931. The intervening period exhibited 
a decrease in this expense which is indicative of sounder 
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loaning policies of banks. The decided increase in the latter 
part of the period (Table 22) cannot be viewed with 
equanimity. ‘The banking system as a whole should not 
continue to charge off nearly one-quarter of its gross earn- 
ings because of losses in earniny assets. 

In constructing a theoretical allowance for losses (Table 
24), it was discovered that the losses in bonds and loans 
and discounts had increased disproportionately. EKxamina- 
tion led to the conclusion that although the income was not 
as great, the losses were also minimized, when a substantial 
amount of Government bonds was included in the invest- 
ment portfolio. The policy of investing in bonds, other 
than governments, largely contributed to the losses in this 
item more than proportionally. 

It was also found that the record of bonds presented 
other handicaps. The recoveries in bonds as compared to 
loans and discounts was considerably less, proportionally. 
It was also apparent that losses in investments had a 
greater fluctuations between the high and low proportions 
than did loans and discounts. There was a tendency for 
the losses in investments to show a decided increase in a 
time of strain, while the increase in losses on loans and 
discounts was only moderate. Furthermore, the recovery 
of bonds charged off was discouraging, indicating a decided 
tendency to become progressively less to the total recoveries. 

The proportion of earnings in each class of earning as- 
set remaining after the absorption of losses is revealing. 
The income from loans and discounts not only are forced 
to generally absorb less, but also vary less. On the other 
hand, investments have had an extreme variation, which 
has been caused by only slightly more than one-half of the 
total investment account. 

There are two distinctive differences, from a banking 
standpoint, between loans and discounts and investments. 
One is a result of the other. The degree of control over a 
short time loan is immeasurably greater than it is over a 
long time capital. A commercial loan will come up within 
a short time, relatively, either for payment or renewal. If 
it is paid, the banker’s apprehension is unwarranted, and 
if it is not paid, the banker has the power to review the 
business and judge its progress. If he is satisfied, he will 
renew the loan, and if not, he can direct changes, judged to 
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be beneficial, holding the threat of refusal to renew in case 
the errors are not corrected. This is not true of a long time 
loan. At least two years are generally necessary to deter- 
mine the trend from published statements, which are the 
only sources of information available to a bondholder. By 
that time, funds borrowed from the banker have become 
fixed and cannot be retrieved except through the passage 
of time and competent management. Thus the banker has 
lost control of the direction of his capital. 

The second difference arising between the two types of 
commitments is an outgrowth of the first. Errors of man- 
agement have a longer time in which to cumulate in a long 
time loan because of time necessary to discover a trend. 
Furthermore, even in an insolvent business, creditors may 
be preferred. This is the position all bankers hope for, but 
their very purpose may be defeated through the purchase 
of bonds. Such is the case when the day for accounting 
arrives and it is discovered that recoveries will be negligible 
because of the cumulation of these handicaps. Such an 
emergency is largely overcome in short time loans for here 
the banker has opportunity at frequent intervals to demand 
a detailed statement of the business. In such a case, any 
errors cannot ordinarily cumulate without his knowledge. 
Though open to proof, this is no doubt one explanation as 
to why recoveries on bonds have shown a continued relative 
downward trend. 

It seems wise before concluding this article, to draw 
attention to its limitations. The losses charged off in every 
year are made up of defaulted assets, the oldest of which 
may date back several years. It represents the total charged 
off in that year but may not be an indication of that year’s 
operations. Also, the recoveries had in each year are the 
result of liquidating loans charged off previously, and have 
no specific relation to the year in which they are taken up 
as income. Over the period, however, the tendencies in those 
items do represent a composite view of the operations of 
all national banks. 

The conclusions reached in the trend of losses and re- 
coveries has no reference to any particular bank. This is 
a study of a group, and represents only a composite situa- 
tion. Obviously, many banks would reveal excellently 
managed bond accounts, and in others, the losses would be 
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heavier and the recoveries less. Also, the loans and dis- 
counts charged off and recovered is only the average. Much 
paper, still carried as good by some banks will have to be 
written off, and much which has been written off will be 
recovered. Between the figures which would reveal the 
most discouraging situation, and those which would indicate 
an extremely encouraging view, stands the policy of the 
management. ‘This is a qualification so powerful that no 
mention would appear to be necessary. However, it is the 
difference between the aggregate figures set forth in this 
article, and those individual figures, which make a bank 
either in a sounder condition or more precarious condition, 
than these conclusions. Being aware of these limitations, it 
is hoped the general conclusions will be enlightening. 








$25.00 Prize Letter Contest 


A cash prize of $25 will be awarded by THE BANKERS 
MaGaAZINE for the best letter submitted by April 23, the winner 
to be announced in the May issue. 


Letters may be on any banking topic and the award will be 
based on the originality of the idea expressed which should per- 
tain directly to some problem of modern bank management. 


Letters should be not more than 300 words in length and 
should be typed on one side of the page only. 


All letters should be addressed to: Contest Editor, THE 
BANKERS MaGAZINE, 465 Main Street, Cambridge, Mass. 








Service, 


rather than the payment of interest, 
is the controlling factor in the main- 
tenance of correspondent bank 
relationships. That this is true is 
indicated by the experience of 
this bank. 


Since June 16, 1933, 41 banks situated 
in 18 different states have opened 
new demand deposit accounts with 
us, with total balances of $2,422,000. 


Each new bank account opened 


enables us to handle each former 
account the better. By so much 
have we added to our already ex- 
tensive facilities. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


CAPITAL and SURPLUS $30,000,000 





Country’s Oldest Bank Celebrates 


Company, the oldest bank in the 

the United States, observed on 
March 15 the 150th anniversary of its 
founding. Its organization on March 
15, 1784, marked the beginning of bank- 
ing in New York and to some extent the 
establishment of commercial banking in 
this country, although the Bank of North 
America, in Philadelphia, which later 
lost its identity, was founded several 
years earlier. 

Some of the significant facts which 
stand out in the bank’s long history are: 

The bank was formally opened for 
business on June 9, 1784, and for fifteen 
years was the only bank in New York. 

Alexander Hamilton was one of its 
founders; he wrote the bank’s constitu 
tion and served as a director for two 
years. When he became the first Secre- 
tary of the Treasury, the first loan he 
arranged for the Government—$200,000 
—was from the Bank of New York. 
As evidence of the first draft against this 
loan, the bank still holds U. S. Treasury 
Warrant No. 1. 

The first president of the bank was 
General Alexander McDougall; its first 
cashier, William Seton. 

The twelve original directors were: 
Samuel Franklin, Robert Bowne, Com- 
fort- Sands, Alexander Hamilton, Joshua 
Waddington, Thomas Randall, William 
Maxwell, Nicholas Low, Daniel McCor- 
mick, Isaac Roosevelt, John Vanderbilt 
and Thomas B. Stoughton. 

Among the original directors and 
early presidents of the bank was Isaac 
Roosevelt, an ancestor of Franklin Del- 
ano Roosevelt. 

Through a bill signed by Governor 
George Clinton on March 21, 1791, the 
bank became the first incorporated in- 
stitution of its kind in New York State. 
Its charter served as a model for the 
banking law of the state and to some 
extent of the nation. 

Several of its provisions indicated that 
the experiences which the colonies had 
just been through had moulded the 


[co Bank of New York and Trust 


thoughts of the founders in dealing with 
banking problems. Curiously, these 
problems are similar to those of today. 
The original charter provided, among 
other things, that (a) the president's 
salary should be fixed by a vote of the 
stockholders, not by the directors; (b) 
that subscriptions to stock of the bank 
should be payable in specie only, not in 
paper money; and (c) that the bank 
could mke no foreign loans. 

The first home of the bank was the 
Walton House at 67 St.George’s square 
(Pearl and Water streets). It later 
moved to Hanover: square and in 1798 
to its own building at Wall and William 
streets, the site which became its perma- 
nent location and on which its thirty- 
two story building now stands. 

When the New York Clearing House 
Association was established in 1854, the 
Bank of New York became, and it still 
remains, No. 1 on the list of members. 

Throughout its history the bank has 
never missed a dividend except in 1837, 
when it was obliged to do so by a state 
law applied to all banks. 

Through a merger with the New York 
Life Insurance and Trust Company in 
1922, the institution became the Bank 
of New York and Trust Company. The 
consolidation was a logical one—nearly 
100 years before some of the men asso- 
ciated with the Bank of New York had 
assisted in founding the New York Life 
Insurance and Trust Company. The 
traditions of both institutions were simi- 
lar and both were deeply rooted in the 
history of New York. 

The history of the bank records that 
it has gone unharmed through seven 
major panics, including the depression 
which began in 1929. The other crises 
were those of 1835, 1857, 1873, 1884, 
1893 and 1907. 

In a statement entitled “A Declara- 
tion of Independence by the Oldest 
Bank in the United States,” the bank in 
April, 1930, outlined some of its guiding 
policies: 

“That the Bank of New York and 

413 





G MAC SHORT TERM NOTES 


available in limited amounts 
upon request 


GENERAL MoTors 
ACCEPTANCE CORPORATION 


Executive Office -- BROADWAY at 57TH STREET -- New York, N. Y. 


OFFICES 


Trust Company must preserve its inde- 
pendent position and that the historic 
continuity of what is now the oldest 
bank in America retaining its original 
name, and the first financial institution 
in America to use Trust Company as 
part of its title, must remain unbroken. 

“That there is a real place in New 
York for conservatively managed banks 
and trust companies of moderate size 
where customers, both in the banking 
and trust departments, may have easy 
access to and personal acquaintance with 
the senior officers. ae we 

“That the fact that the company is not 
a distributor of securities, either directly 
or through an afhliated company, is of 
distinct advantage to its customers and 
to all those interested in its trust funds, 
as its advice and information concern- 
ing investments are entirely impartial. 

“That the company’s unique charter, 
under which trustees are elected for life 
or good behavior with power to fill 
vacancies in the board as they occur, 
affords a guaranty of continuity of man- 
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agement that is of inestimable value to 
the creators of trusts, some of which are 
intended to continue far into the future.” 

Led by Alexander Hamilton, the 
founders of the bank took a firm stand 
against fiat money at the time of its 
establishment in 1784; they insisted that 
its stock should be paid for in specie 
only. As the bank observes its 150th 
anniversary, it still stands opposed to an 
unsound currency. In a recent adver: 
tisement the bank publicly called atten 
tion to the dangers of paper money in- 
flation. 

The statement of the bank, as of De 
cember 30, 1933, showed total resources 
of $151,260,674. This is an interesting 
contrast to the first statement issued 
under its original charter, when it was 
compelled to adopt two classifications— 
specie and paper—for its statement be’ 
cause of the wide circulation of paper 
notes at that time. Its resources in specie 
then were $1,320,978, with additional 
resources of £95,017 in paper money 
listed in a separate statement. 





Preparation of the Advertisement 
By L. Dovucias Merrepiru, Px. D. 


Assistant Professor of Economics, University of Vermont, Burlington, Vt. 


This is the fifth of a series of articles by this author covering the entire 
subject of financial merchandising. New subscribers to Tut Bankers MAGAZINE 
wishing to obtain copies containing previous installments may do so on 
application.— Enrror. 


Introduction.—The selection of media on a basis of 
adaptability to the particular advertising campaign is 
merely a primary step in rendering the advertising effective, 
for media only constitute the devices which carry the ad- 
vertising message to customers and prospects. It was 
pointed out in the preceding article, that media must be 
selected with great discrimination because the advertiser 
seeks to derive greatest possible returns from his advertis- 
ing or “maximum coverage at minimum cost.” Likewise, 
once maximum coverage at minimum cost has been attained, 
maximum effectiveness of the advertisement must also be 
procured. This depends entirely upon the construction of 
the advertisement, which construction is merely another link 
in the chainlike process of advertising. 


The Advertisement.—Examination of an advertisement 
at first appears to indicate that its preparation consists of 
one simple step, but further examination shows that, instead, 
it is the result of a series of steps, or a process. The com- 
pleted advertisement is a symphony of color, layout, and 
copy—a composite which seeks to symbolize attractiveness. 
Furthermore, in addition to symbolizing attractiveness, each 
advertisement, through its content, seeks to establish a series 
of steps, each step designed to produce its own particular 
result and slowly to evolve into a sale. The completed 
advertisement is merely a device by which principles of 
psychology are applied through a particular medium. 


Preparation Neglected—Unfortunately, many bank 
officers have felt that purchase of space in several media 
constituted ample fulfillment of their obligation to their 
particular institution to spread is message. Advertising 
salesmen from newspapers or magazines have called upon 
bankers, requesting copy, and have been instructed either to 





_ 


THE BANKERS MAGAZINE 


repeat what was previously run or else to write something 
which the soliciting individual desired. Another method of 
readily disposing of the problem of preparing material for 
purchased advertising space has been to purchase syndicated 
advertisements, or else to resort to booklets of ideas. There 
are no objections to the use of booklets or syndicated mate- 
rial to obtain advertising ideas if these ideas are accepted 
merely as suggestions and then amplified, but if they are 
duplicated as completed advertisements, they lack the indi- 
viduality of the institution, and development of this indi- 
viduality is one of the foremost goals which advertisements 
seek to attain. 

Another evidence of the neglect which bankers fre- 
quently show to the preparation of advertisements is found 
in the delegation of this work to a subordinate clerk. 
Numerous instances have been, observed in which the work 
of preparing advertising material has been turned over to 
someone who has had no advertising experience, very little 
banking experience, and no direct contact with the officers 
of the institution, which contact would permit the individual 
to become familiar with the policies being formed and 
maintained. Still another evidence of neglect has been 
manifested by some bankers who have treated the prepara- 
tion of advertisements more or less as a hobby. When they 
have not been busy, or else have desired a little diversion, 
they have turned from other duties and have taken a hand 
at copy-writing. Of course, most of these criticisms of 
neglect in the preparation of advertisements on the part of 
bankers have been found in smaller banks, but occasional 
instances in larger institutions are not wanting. 


The Target of Advertising —Advertising has earlier 
been defined as application of the principles of psychology 
en masse. Reference has also been made to the fact that 
in applying the principles of psychology, greatest considera- 
tion should be given to the individual. These statements 
bear paradoxical characteristics, but are nevertheless true. 
However, they cannot be taken in extreme senses but must 
be reconciled within the advertisement. Many thousands 
of advertising dollars are wasted annually because merchan- 
dising devices are entirely too general in their application. 
The merchandiser seeks to strike the greatest number of 
persons possible, but at the same time, he must bear in 
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mind that they will not act as a group, but rather as in- 
dividuals composing a group. This fact makes it necessary 
to direct merchandising processes primarily to the indi- 
vidual, and to the group only as long as individuals com- 
posing the group have one or more dominant characteristics. 

Successful direction of an advertisement to the indi- 
vidual must be predicated upon one fact: the financial 
merchandiser must recognize that, with the exception of a 
few institutional advertisements, no single advertisement 
‘an be designed to strike all individuals in a given area or 
territory. This statement is true not only of financial 
advertising, but likewise, of all advertising. Merchandisers 
must come to a greater recognition of the fact that the 
population is broken into diverse groups composed es- 
sentially of individuals. It is true that certain fundamental 
desires exist in all persons, such as hunger, sex, emulation, 
and so forth. At the same time, the entrée to these desires 
is obtained by methods which recognize the individual in- 
stead of the group. 

Numerous financial institutions have already come to 
recognition. of this fact and have produced series of adver- 
tisements in which each advertisement was directed espe- 
cially to a given occupational group, such as_ bakers, 
teachers, doctors, and so forth. Numerous advertisements 
of this kind have been of such attractiveness that they would 
prove interesting reading for persons of other occupations, 
and their sponsors may feel confident that the advertise- 
ments reached a greater number in the entire group than 
would have been the case had advertisements of a general 
nature been used. 


Peculiar Characteristics —Financial advertisements are 
peculiar in two respects, and differ in these respects from 
the advertisements of other businesses. In the first place, 
banks and other financial institutions are sometimes con- 
sidered to have no price appeal which they may use.’ Re- 
tailers and other distributors have “specials” and sales which 
impart a note of attraction to their advertisements, but 
these are absent to a large extent for financial institutions. 
Exception to these statements may be found, however, by 
merely pointing out the many instances in which banks 
feature the rate of interest on savings deposits and the pay- 
ment of interest on deposits made before a given date, such 
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as the fifth or tenth of the month; investment houses like- 
wise resort to the price appeal by placing emphasis on the 
yield from a given issue. In the second place, the services 
offered by nearly all financial institutions of the same type 
are practically identical, so that little or no appeal reposes 
in this point.'. Even though services differ very little from 
one institution to another, emphasis may instead be placed 
on quality of service. Consequently, with the features of 
price and variety which are common to other businesses 
absent to a large extent, financial merchandisers must de- 
pend upon the efficacy of their advertisements, and must 
rely upon their resourcefulness to overcome the handicaps 
resulting from these limitations, 


Variations in Advertisements.——The problem of pre- 
paring an advertisement varies first of all with the medium 
in which it is to be used. Outdoor media call for one type 
of advertisement; newspapers call for another. Not only 
do advertisements vary with media, but they vary also with 
the quality of a given medium. A large painted display in 
one section of a city may warrant a particular type of 
advertisement, whereas a display of the same proportions 
in another section of the city might call for an entirely 
different type. A magazine of a general nature calls for 
one type of advertisement, while another magazine, for 
example, one which reaches solely the executives in a given 
trade, will call for another. Just as advertisements will vary 
in the preceding instances, they will also vary depending 
upon the commodities or services which constitute the theme 
of the advertisement. One banking service under certain 
conditions may merely call for a piece of display and a 
single word; another may call for no display but a headline 
and rather lengthy copy because explanation of a given 
service is being presented. Advertisements will also vary 
depending on the particular purpose for which they are 
designed. Four classifications of advertisements, pioneer- 
ing, competitive, institutional, and reminder, have earlier 
been referred to, and each of these gives rise to peculiar 
problems in preparation of the advertisement. 


Fundamental Principles. The statements made above 
have been designed merely to call attention to the fact that 


‘Knowlton, op. cit., p. 59. 
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the preparation of an advertisement constitutes a challenge 
which merits the best efforts of financial merchandisers. 
Though each advertisement comprises a problem unto itself 
with numerous and abundant variations, there exist a few 
fundamental principles applicable generally to the prepara- 
tion of advertisements. Numerous text-books on adver- 
tising preparation are available, and most general text- 
books on advertising contain portions which deal with the 
topics included within this subject. Consequently, in the 
remainder of this article only a summary of these principles 
will be given. 

The advertisement cannot be treated as one, but each 
of its constituents, copy, illustration, ornament, type, and 
layout must be considered separately. Copy is generally 
considered as one part of the problem, and includes the 
headlines and text, that is, “the message in words.” The 
remaining items comprise the second part of the problem, 
are generally treated as a group, and are referred to as 
display.* 

The two divisions of the problem of preparing an adver- 
tisement referred to in the preceding paragraph are the re- 
sult of convenience rather than the result of fundamental 
differences, due to the fact “that they ordinarily require the 
services of two different persons or groups.”* Display and 
copy each render important functions in the advertisement. 
Contrary to a general impression, part of an advertisement 
is not created and then the remainder filled in without relat- 
ing it to the portion earlier created. Every word, line, and 
embellishment either adds to the advertisement or detracts 
from it, and consequently, advertisements cannot be pre- 
pared by indiscriminate assembly of whatever may come 
into the head of the individual in charge. Sometimes, the 
artist prepares the display and the copy-writer then adapts 
text to fit the work of the artist. A second method is for 
the copy-writer to produce the text and then have it illus- 
trated by the artist. Obviously, this method has distinct 
advantages over the former, because it retains the text of 
the advertisement as the core and embellishes it with art- 
work which will enhance its attractiveness. A third method 


Tipper, et al., op. cit., p. 143. 
‘Tbid., p. 286. 
‘Ibid., p. 267. 
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is for the copy-writer and artist to collaborate on this work, 
charge of it generally being given to the copy-writer. 
Obviously, this method tends to develop a unity about the 
advertisement which cannot be obtained by the preceding 
methods. 


Essentials of the Advertisement.—Several ideals should 
be constantly kept in mind during the preparation of an 
advertisement. The first of these is attractiveness, for unless 
the advertisement succeeds in attracting readers to itself, it 
is of little or no avail in so far as the financial merchandiser 
is concerned. A second essential is simplicity. ‘The amateur, 
when preparing an advertisement, immediately seeks to put 
forth a complex piece of work which drives readers away 
by its intricacies, whereas the successful advertisement is so 
simple that it is easy to read. It must be remembered that 
most persons do not read advertisements because they in- 
tended to, but rather because they are allured to them, and 
anything which expedites the reading of an advertisement 
generally expedites its effectiveness. A third essential of a 
successful advertisement is clarity, that attribute which 
makes it immediately understandable. This does not mean 
that new terms or new ideas may not be introduced in an 
advertisement, but if they are introduced, it is done so skill- 
fully, carefully, and clearly that the reader can hardly fail 
to comprehend the concept which it is desired to convey. 
Fourthly, the advertisement must develop one theme; it 
must possess unity. Advertisements frequently appear 
which are designed to carry in one appearance the message 
of an entire campaign or of an entire series of advertise- 
ments. Selection of one point with the advertisement con- 
structed to develop that point contributes greatly to the 
likelihood of the occurrence of desirable results. 


Illustration.—F¥ our main elements enter into the display 
of an advertisement: illustration, typography, ornament 
and layout; and every one of these should contribute to the 
message of the advertisement. “Everything which enters 
into an advertisement is a part of that advertisement and 
must help that advertisement in its work.’*® The illustra- 
tion readily appeals to the emotional buying motives dis- 


‘Tbid., pp. 267-268. 
*Kleppner, op. cit., p. 151. 
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cussed above,’ and also may be used in appealing to rational 
buying motives. Illustrations usually either show the article 
in use, unusual aspects of the particular commodity, or else 
the derivation of satisfaction from the use of the article. 
The illustration to be used will depend upon two factors, 
(1) the object which it is desired to portray, and (2) the 
quality of paper upon which the advertisement is to appear. 
Certain types of paper will not serve well for use with a 
photograph, and a line drawing or illustration of another 
type must be prepared. All of these conditions must be 
reconciled with one another, and involve technical aspects 
not within the bounds of this discussion. 


Typography.—Though type before being set is cold and 
meaningless, once it has ‘been assembled, it conveys impres- 
sions, both by the words which it forms and by its own char- 
acteristics. ‘Type must be so chosen that it will reflect the 
feeling of the advertisement. If accuracy is being empha- 
sized, probably fine, sharp type will convey that impression, 
but this same style of type probably would not serve if an 
impression of strength were to be conveyed. Every adver- 
tisement is strengthened or weakened by the type chosen. 
This does not mean, however, that it is necessary to have a 
great number of styles of type available for the advertise- 
ments of a particular institution. An investigation made 
of 404 advertisements in several magazines of large circula- 
tion, including one well-known five-cent weekly, disclosed 
that “377 of them used only nine different kinds of type 
among them.’* An authority on typography, as a result 
of another investigation, has stated that “out of 117 faces 
listed, only 19 of them were used once in 30 days in any 
printing shop. We find 36 of them were used once in three 
months.”® ‘Thus, it is possible to obtain a variety of impres- 
sions without resorting to a great number of styles of type. 

Advertisers frequently t take fancy to the purchase of 
some particular type to be used in one advertisement or in 
a series of advertisements, but this is a practice generally to 
be avoided for several reasons. In the first place, styles of 
type which the printer possesses will generally suffice for 
the particular task at hand. Secondly, this is usually 
an expensive procedure. Thirdly, type for a special piece 

‘Cf. Third article in this series. 

‘Shields, A. A., Making Type Alone Tell the Story, Bankers Magazine, 
Vol. CXII, February, 1926, pp. 253-256, p. 254. 


*Farrar, Gilbert, Typography, Financial Advertisers Association, Proceed- 
mgs, 1928, pp. 251-259, p. 255. 
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of work is rarely used again for a long period of time and 
frequently results in an unproductive investment. The pur- 
chase of special type is warranted only on very few occasions. 


Individuality Through Type——Emphasis has been con- 
stantly placed above on the expression of the personality of 
the particular institution through its advertising, and per- 
sonality immediately implies individuality. One of the best 
methods of expressing personality and of obtaining individ- 
uality in advertising is by means of selecting one or two 
dominant styles of type,’® and then using them consistently 
in all advertising. ‘The name of the bank or investment 
house should appear in the same style of type everywhere." 
Advertisements of the National Shawmut Bank of Boston 
and Bankers Trust Company of New York City are out- 
standing illustrations of this policy. 

Ornament.—Ornament includes embellishments in addi- 
tion to illustration, but generally the most important part 
of ornament is the border. 'The border is not only the edge 
of the advertisement, but also that feature of it which binds 
together the illustration and the copy. The border is one of 
the simplest parts of the advertisement, but by no means the 
least important. Just as every other portion of the adver- 
tisement conveys an impression, so also does the border. 
It not only conveys an impression on its own account, but 
either adds to or detracts from the impression conveyed by 
the other portions of the advertisement. Numerous borders 
are available, but generally speaking, a simple and yet dis- 
tinctive border serves best in the long run. Once one has 
been chosen, it should, in all likelihood, be used consistently 
throughout the bank’s advertising in order to convey the 
impression of individuality to which previous reference has 
been made. 

Layout.—Layout refers to the arrangement of the units 
of an advertisement.’* The advertiser visualizes the com- 
pleted advertisement or else the advertisement which he 
hopes will result, and in order to expedite the planning of 
the advertisement, he prepares a layout. The layout usually 


“Kittredge, W. A., Typography, Layout and Decoration in Bank Advertis- 
ing, Financial Advertisers Association, Proceedings, 1930, pp. 42-46, p. 44. 

“4dvertising Investment Securities, p. 242. 

™Kleppner, op. cit., p. 150. 
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proceeds through several stages, first from the rough sketch 
until finally it reaches the finished stage which is a more 
complete drawing and contains the various specifications 
for the printer to follow in preparing copy. Layout tries 
to assemble each of the units entering into the advertise- 
ment in order to give to them an aspect of harmony and 
unity which must prevail in order that the advertisement 
may function as an entity. 

One of the first considerations entering into layout is 
the size of the advertisement. There is one ratio which is 
especially pleasing to the eye and which has been referred 
to as the “Golden Section.” This is the ratio of 1 to 1.62, 
and when applied to advertisements indicates the following 
sizes: 

column by 314 inches 49 lines 
columns by 7 inches 196 lines 
columns by 1014 inches 441 lines 
columns by 14 inches 784 lines 
columns by 18 _ inches 1,280 lines 
3 columns by 211% inches 1,806 lines” 


It is not always feasible nor desirable to maintain exactly 


these sizes but, for general purposes, the attractiveness of 
the advertisement is enhanced by such adherence. 

Layout not only involves the placing of the constituents 
of the advertisement in their respective positions, but also 
includes recognition of the fact that white space is just as 
essential to an advertisement as copy and illustration. The 
merchandiser is prone to set aside a given amount of space 
which indicates the area which he has purchased in a given 
issue of a publication; then he computes the cost per square 
inch and concludes that, at the determined cost, it is well 
to fill the space nearly full in order to make most effective 
use of it. No conclusion could be more unsound. White 
space sets off the constituents of an advertisement; it sets 
up a kind of border between the text of the particular adver- 
tisement and adjacent advertisements. 

No definite rules prevail which state exactly how much 
white space should be used in a given advertisement. One 
source contends that “as a general rule, it would seem desir- 
able to give about 25 per cent. of the advertisement to white 


“Advertising Investment Securities, p. 208. 





hw 


424 THE BANKERS MAGAZINE 


—_—_ 


space.”'* 'These statements, of course, apply to investment 


advertising, much of which consists of the typical syndicate 
announcement, and consequently afford little assistance for 
general advertising. “Generally speaking a white margin 
that is one-tenth as wide as the space occupied by the copy 
itself is most favorable.”'* A rule sometimes followed in 
allocation of white space is that known as the rule of 2-3-5, 
that is, “the margin at the top is represented by two units, 
the margin at the sides by three units, and the margin at 
the bottom by five units.”"® The use of white space can be 
determined better by the skill and ability of the advertiser 
than by arbitrary rules. White space has been exactly 
determined at that point at which the advertisement does 
not appear crowded, it has been amply set off from adjacent 
material, each element has been given its proper importance, 
and an atmosphere of unity and harmony prevails. 

Production of “Art Work.’—The topics considered 
under the title of “display” are sometimes referred to as 
“art work,” the implication being that it depends upon the 
artist for its creation, or else that its creation is a work of 
artistry. However that may be, the preparation of these 
aspects of an advertisement is indeed a highly specialized 
field, and one which is not nearly so simple as the brief 
discussion above might indicate. The financial merchan- 
diser may do all of this work himself or he may have all of 
it done outside. Only in very few instances, if any, would 
the advertising department be sufficiently large to warrant 
retention of specialists for this work. However, in every 
city of substantial size numerous specialists are available who 
will render these services; and sometimes the newspapers 
and magazines will render aid. In the long run, the finan- 
cial institution which seeks to derive the greatest returns 
from its advertising will retain a competent specialist for 
each of these fields. 

The individual in charge of the preparation of an adver- 
tisement may conceive the idea which he desires to have 
conveyed and may prepare a rough layout. Then, when he 

‘alls in the specialist, the latter comes not as an advisor 
but as a consultant. The advertiser explains his sketch and 





“Tbid., p. 199. 
»Tipper, et al., op. cit., p. 103. 
*A Bank Advertising Production Man, Bank Advertising Production, p. 61. 
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tells the specialist the impression which he desires to have 
conveyed. ‘The typographer or photographer then proceeds 
to seek to attain that end. When he returns with samples 
of his work, if they do not satisfy the merchandiser, he 
instructs the specialist to try again.'’ It may appear eco- 
nomical at first glance for the merchandiser to do much of 
this work himself, but results will in all likelihood disclose 
that competent counsel is a productive and well warranted 
expenditure. 

Copy.—Copy, as mentioned above, refers to the words 
of the advertisement and these words may range in number 
from one to several hundred or more. For the purpose of 
this discussion, copy will be divided into two portions, head- 
line and text, and each will be considered separately. 


Head!lines.—Headline, as the name indicates, refers to 
a caption over the text of an advertisement. The headline 
is usually a very brief statement, and may serve several 
purposes, as follows: 


1. It may summarize the text of the advertisement. 

2. It may arouse the reader to inspect the advertisement further. 

3. It may seek the attention of a certain group of readers only. 

4. It may assist an illustration in performing one of the above 
functions or it may combine several of them.” 


Beneath the headline, there may be placed a sub-head 
which will serve to aid the headline in any or all of the func- 
tions enumerated above. 

Headlines may be of several types, depending upon the 
rhetorical form, as follows: 


Declaratory headlines. 
Exclamatory headlines. 
Interrogative headlines. 
Imperative headlines.” 


ere woOnm = 


“The success of a headline depends upon the impression 
that it can make quickly,”*® and for that reason must say 
a great deal in a short space, say it concisely, and attrac- 








“Knowlton, op. cit., pp. 64-66. 
*Kleppner, op. cit., p. 72. 
“Herrold, L. D., Advertising Copy—Principles and Practice, pp. 213-216. 


*Kleppner, op. cit., p. 74. 
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tively. Headlines should be short, specific, interesting, and 
should reveal imagination.*' | For purposes of the financial 
merchandiser, there should probably also be added a fifth 
attribute—informative. This is especially true of bond 
advertisements in which the name of the bond and the issu- 
ing corporation are usually given. Of course, when a head- 
line possesses this attribute, it is frequently deficient in some 
of the other respects, but satisfactory for the purpose for 
which it is designed to serve. 

Common Faults of Headlines—Headlines are usually 
accepted as integral parts of the advertisement, and their 
frequent occurrence makes it especially easy to criticize 
them. One of the most common criticisms which may be 
directed against the headlines of financial advertisements is 
that they are too general. Instead of saying something 
specific about the institution, its product which the adver- 
tisement discusses, or the individual to whom this type of 
service may be of use, these advertisements very frequently 
make a general statement which lacks in forcefulness and 
in appeal. A headline may be tested for this defect by 
dissociating it from the text and other parts of the adver- 
tisement, and then asking whether or not it conveys an 
impression similar to that which it is desired to conv ey in 
the advertisement. It is also well to consider the advertise- 
ment with the headline absent, and then ask whether or not 
the advertisement is as effective without the headline as it 
is with it. If the headline adds nothing to the harmony 
of the advertisement, it is probably better to leave it off. 
Each additional feature which fails to contribute directly 
to the impression conveyed by the advertisement is very 
likely to detract for some persons. If the headline fails to 
answer the dissociation test, a new headline may be pre- 
pared which will satisfy this defect. A second criticism of 
headlines is that they are very frequently too long. The 
headline should be of such length that it can be compre- 
hended at a glance. This limitation decrees that headlines 
shall not generally exceed five words.”* 


Text.—The text comprises the explanatory or descrip- 
tive portion of the advertisement. Whether it is one word 


*Herrold, op. cit., pp. 226-229. 
*Kleppner, op. cit., p. 7 
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in length or several hundred in length, it is the portion 
which the advertiser desires to have read. Every other 
feature of the advertisement from expensively-prepared 
illustration to white space is designed to contribute toward 
attainment of a reading for the text. The text serves 
several purposes: 


It describes the product or service. 
It explains the uses of the product or service. 
It gives the history of the product or service. 
4. It characterizes the particular institution which offers a 
product or service. 


The extent to which the text serves any one or all of 
these purposes depends entirely on the manner in which it is 
written. 

One of the first principles to be followed in the prepara- 
tion of text is to strive to obtain unity.** Treat one theme 
in each advertisement, and develop that theme or one par- 
ticular aspect of it completely. A second principle is that 
of coherence; the material should “be so arranged and con- 
nected that the reader may progress logically from begin- 
ning to end without serious tax upon his attention.”** A 
third principle is that of emphasis; that is, the most impor- 
tant ideas must be given greatest prominence.*” Finally, the 
copy-writer should strive to obtain clearness and simplicity, 
in other words, to develop every feature of his text which 
will make his advertisement more readable and more readily 
understood. The text of an advertisement should be as 
short as possible, and at the same time permit the story to 
be told effectively. It should be broken up, where possible, 
into short paragraphs, and these should generally consist 
of from three to seven lines*® to facilitate reading. This 
frequently necessitates that the copy must be greatly con- 
densed. A very common method followed in the develop- 
ment of text is to write the story and then reduce it by 
condensation. Several suggestions of value in condensing 
copy are found in the following quotation: 


*Tipper, et al., op. cit., p. 183. 
*Tbid., p. 187. 

*Tbid., p. 194. 

*Kleppner, op. cit., p. 86. 
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1. Omit all clever statements—those which strain for effect. 

2. Omit all circumlocutions and unnecessary descriptive words. 

3. Omit adjectives and adverbs that are trite or general. 

4. Omit all the statements which do not relate directly to the 
important one. 

5. Omit any examples or illustrative statements that can be 
spared.” 


Criticisms of Teat— The text commonly found in finan- 
cial advertisements is defective in several respects. This is 
especially true of the text of advertisements of smaller insti- 
tutions the executives of which, as pointed out at the begin- 
ning of this article, are frequently careless or indifferent 
in the preparation of their advertisements, or else the copy- 
writers lack training and experience. In the first place, no 
tie-up frequently exists between the copy and the bank. 
This has been especially true of historical advertisements. 
Many writers have used many words and much space de- 
scribing historical events and then have made no tie-up with 
the institution. A certain amount of historical copy may have 
had great value in the past, but it has generally been over- 
done.** Some use of it is still made, and it is frequently 
used effectively where a strong tie-up is made between the 
particular event and the bank. A second criticism of the 
text of the advertisements of many financial institutions is 
their preachment nature. The old themes of “rainy days” 
have long since become obsolete, but some institutions per- 
sist in their use. Much of the copy of financial institutions 
has sought to tell people what they should do instead of 
trying to depict to them how pleasant it would be for them 
to do certain things. <A third criticism of much of financial 
advertising copy, especially that pertaining to trusts, is the 
technical nature of the copy. Legal phrases and termi- 
nology have been used in headlines, in newspaper advertise- 
ments,’ and in booklets, until this has become a veritable 
menace to the efficiency of financial advertising generally. 
The story of trusts may be developed in an interesting and 
instructive manner without the use of technical terms which 
obscure the main theme of the advertisement. A fourth 
criticism of text is that it is either too condensed or too de- 
tailed. The first part of this criticism would apply with 
i *Tbid., p. 279. 

*Durham, Richard F., Bankers Magazine, Vol. CVII, December, 1923, p. 958. 
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especial force to bank statements. The latter part would 
apply to investment house advertisements and to syndicate 
announcements. ‘The old style of syndicate announcement 
used a large amount of space and cited innumerable details 
concerning the corporation issuing the securities. This in- 
formation was usually contained in a letter from the corpo- 
‘ation’s president. A recent tendency is to produce merely 
the salient facts in the advertisement, to resort to use of 
considerable white space, and then to indicate that additional 
information is obtainable upon request at the distributor's 
office. Both portions of this criticism have undoubtedly 
been carried to extremes, but at the same time they are 
justifiable to a great extent. Fifthly, financial copy has 
been unusually hackneyed. This results to a certain extent 
from the fact that many untrained individuals write the 
copy for numerous institutions, also, from the fact that 
much of the copy has been based upon syndicated material 
sagt for purposes of providing ideas. For these 

sasons, much financial advertising has not possessed indi- 
Sdealits and has failed to convey the personality of the 
institution, the name of which it bore. Finally, advertise- 
ments of financial institutions have not sought to educate 
the public in order to extend the market for their services. 
Advertisements have been considered merely as devices to be 
used for purposes of subtly subduing guileless victims, but 
one of their most effective functions is to serve as a medium 
of education. 

Syndicated Copy.—The criticism mentioned in the pre- 
ceding paragraph concerning syndicated copy is one of the 
greatest criticisms which may be made of financial advertis- 
ing copy, and merits special consideration. The ~— 

‘syndicated advertising” refers to material issued by a so- 
called “adv ertising house” and is distributed to a souaien of 
institutions. The advertising copy used by each institution 
may be exactly the same as that contained in the syndicated 
material or may be changed somewhat, and then the name 
of the advertising institution is mentioned. Syndicated 
advertising copy has been used rather extensively and with 
results much less satisfying than those which would likely 
be derived from advertising copy which has not been syndi- 
cated. 

Syndicated advertising copy possesses at least two ad- 
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vantages. In the first place, it is likely to be prepared by 
copy-writers more skilled than the individuals who would 
prepare the copy in every institution. In the second place, 
such advertisements are likely to contain better art work 
than that which would be used in individual instances. 

In contrast to these advantages of syndicated advertising 
material, there are several disadvantages. In the first place, 
syndicated material is likely to be used by banks or other 
institutions in the same or adjacent cities, and this is prob- 
ably more harmful than failure to advertise at all. In the 
second place, syndicated advertising copy is usually sold by 
high-pressure methods to men who know very little about 
merchandising and are rarely able to judge the merits of 
the particular proposition. In the third place, syndicated 

campaigns are usually not adapted to the particular institu- 

tion and fail to convey its personality to those people who 
read the advertisements. In the fourth place, because this 
material is syndicated, the statements contained in the copy 
are usually ‘of a vague and general nature. In the fifth 
place, syndicated advertisements are rarely tested and more 
rarely are they pre-tested. Salemen may cite instances in 
which such copy has been used but these instances are no 
indication that the same copy will be productive under dif- 
ferent conditions. Finally, community temperaments differ 
greatly from one section of the country to another and 
require different approaches in advertising copy. Variety 
of approach and appeal designed to conform to conditions 
in a local community can hardly result from syndicated 
advertising. Comparison of the disadvantages of syndi- 
cated advertisements with the advantages points distinctly 
to a general disapproval of the use of syndicated advertise- 
ments. 


Coupons.—Very frequently it becomes desirable to in- 
clude in the advertisement an easy method by which the 
reader can communicate with the advertiser. This may 
consist merely of a suggestion that he write without obliga- 
tion, that he communicate with his dealer at once, or that 
he return a coupon. The force of any statement of this 
kind depends upon the copy which has preceded it, but the 
manner in which the invitation is made may greatly influence 
the reader. Generally speaking, a coupon is a greater 
inducement to the reader to make further inquiry than 2 
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mere suggestion, to do so, and for this reason, coupons are 
frequently included in advertisements. 

Coupons have been widely used but their use warrants 
one very common criticism. Coupons are generally too 
small for the space being used, for the advertisement is very 
expensive and advertisers therefore tend to curtail the space 
devoted to the coupon. A large coupon is much more likely 
to lead to inquiries than one of smaller proportions. Further- 
more, on a large coupon the name of the inquirer is more 
likely to be written legibly, and thus when the institution 
replies it addresses him correctly. ‘This creates an impres- 
sion much different from that created in those cases in which 
a reply comes to an inquirer and his name is badly mis- 
pelled. Coupons serve a definite and useful purpose in 
advertisements, but their use requires care just as the use of 
every other portion of an advertisement requires care. 

Particular Media.—Practically all of the media dis- 
cussed in the preceding chapter will contain oye text, 
varying greatly with the particular medium used. News- 
papers and magazines will probably contain relativ ely long 
copy dealing with a particular theme, whereas that found 
in annuals will likely be more of the card type or institu- 
tional type. Furthermore, the copy will vary greatly in 
nature depending on the type of magazine or newspaper. 
In a financial journal with largely a bank circulation, the 
advertiser will probably emphasize institutional char- 
acteristics and correspondent facilities, whereas trust or 
commercial services would be a more likely theme in a 
publication going to a large number of executives in a given 
industry or trade. Street-car or bus cards will probably 
have an entirely different type of copy; it will tend to be 
more general, in all likelihood, than newspaper copy, and 
will also probably be shorter because it must be read hur- 
riedly and frequently under relatively difficult conditions. 
The copy found in leaflets, folders and booklets will vary 
entirely with the purpose for which these media are to 
he used. If they are to serve merely in somewhat the same 
capacity as a car card or bill-board, then the copy will be 
very short. If they are to serve more in the nature of news- 
paper advertisements, then the copy will be longer; and if 
they are to serve in a more extended manner as a source of 
considerable information, the copy will be very long, and 
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may serve somewhat as a catechism, with numerous ques- 
tions and answers. Outdoor media, whether posters or 
electrical displays, will probably contain the smallest 
amounts of copy, for two reasons. In the first place, these 
are usually read at considerable distances so that large 
letters are required. Secondly, they are usually read while 
people are moving, and lengthy copy cannot be read under 
such conditions. Adaptation of copy to medium is one of 
the points requiring most careful attention in preparing the 
advertisement. 


Summary.—No attempt has been made in this article 
to treat all of the many details encountered in the prepara- 
tion of an advertisement. The subject is of such broad 
proportions that a work of several volumes would likely 
be required to accord it the treatment which it properly 
deserves. This article has been merely an attempt to sum- 
marize, in so far as possible, the fundamentals of preparing 
an advertisement. The preparation of an advertisement 
must be broken into numerous steps and each part of the 
preparation should be directed by one who is trained and 
experienced in that work. Regardless of how much might 
be said about the principles summarized above, each adver- 
tisement comprises an individual problem, and the success 
or failure of the advertisement depends upon the skill of 
the individual who prepares it or directs its preparation. 
The preparation of an advertisement is merely another one 
of those many places in which the skilled financial merchan- 
diser has opportunity to display his ability for the benefit 
of his institution. 





INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


A MORE REASONABLE ATTI- 
TUDE TOWARD STOCK EX- 
CHANGE REGULATION 


T has developed at Washington that 
|'« Fletcher-Rayburn bill for the 

regulation of stock exchanges will be 
far less drastic in its provisions when it 
finally emerges as a piece of legislation 
than the form in which the bill was 
originally drawn. This result has, un- 
doubtedly, followed the critical examina- 
tion to which the bill has been sub- 
jected and the strong objections made to 
some of its features. 


Probably, in the course of time, the 


National Securities Act will be shorn 
of its objectionable features, and it may 
be considered as a source of regret that 
this amendment did not take place be- 
fore the measure was enacted into law. 

Presumably, in both cases, the aim of 
Congress has been to provide such pro- 


tection as would afford reasonable safe- 
guards to the public, and that would not 
unduly hamper legitimate dealings. 

There has been little difference of 
opinion as to the desirability of some 
legislation dealing with these matters, 
but Congress has shown some disposi’ 
tion to exceed the requirements of the 
case, though in the matter of stock ex- 
change regulation a more reasonable at- 
titude has of late been manifest. 


PROTECTION OF UTILITY 
INVESTORS 


CCEPTING the presidency of the 
American Federation of Utility 
Investors, to which he was re- 
cently elected, Dr. Hugh Magill said 
that he was motivated by a deep convic- 
tion that the honest investor in public 
utility securities is not receiving a fair 
deal. The right of the honest investor 
to receive full protection for the money 
he has acquired and invested, and to a 
fair return on that money, cannot be 
questioned, he said, any more than the 


right of any citizen to protection for his 
home, his farm or his business, can be 
questioned. 

Recently, however, Dr. Magill de- 
clared, there has been a growing tend- 
ency on the part of government—na- 
tional, state and local—to ignore the 
rights of honest utility investors in at 
tempting to correct abuses that are 
frankly admitted to exist in the utility 
industry. 

“The American Federation of Utility 
Investors holds no brief,” he continued, 
“for anyone connected with the indus- 
try that has corrupted the trust placed 
in him. But the Federation does stand 
four-square for just and fair considera- 
tion for the rights of those honest in- 
vestors who in good faith have invested 
their money in utility securities. 

“In correcting the abuses that may 
exist within the public utilities, any 
branch of government must exercise as 
much care in safeguarding the rights of 
honest investors as it does the interests 
of the users of the services supplied by 
the utilities. It must do this by virtue 
of the fact that it is a government not 
of one or many chosen groups, but a 
government of the people, by the people 
and for the people. 

“The purpose of the Federation can 
be summed up in a few words. It 
stands for a fair deal for the honest 
utility investor. To achieve this objec- 
tive it is willing to co-operate with every 
branch of government, with the users 
of utility services, with the public util- 
ity companies themselves in so far as 
they will conserve the public interest 
and: the interests of investors. Beyond 
this expressed aim the Federation will 
not go, nor does it believe it necessary 
to go further. The officers, directors 
and advisers of the Federation have full 
confidence in the innate sense of justice 
of the great majority of American citi- 
zens. They believe that the average 
American in full possession of the facts 
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ADRIAN H. MULLER & SON 
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STOCKS AND BONDS AT AUCTION 
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The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
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will take the side of right and justice. 
To this end, the Federation intends to 
submit the facts in the case for the 
honest utility investor to the court of 
American public opinion which over a 
period of 150 years has rarely rendered 
an unjust decision.” 

The American Federation of Utility 
Investors, Inc., is a non-profit organ- 
ization devoted to the protection of in- 
vestors in public utility securities. 


IMPROVEMENT IN CANADIAN 
SECURITIES 


ROM a letter issued by A. E. Ames 
& Co. Limited, it is learned that 
a decided improvement in prices of 


F 


Canadian bonds has taken place, the 


quotations of Government securities 
now approaching post-war peak levels. 
Changes in two typical isues since early 
in 1932 are shown below: 


Dom. of Canada 
44% Bonds 
Due Sept. 1, 1940 
Yield 


per cent. 


Price 
Date of Quotation 
January, 1932 «....... 
July, 1932 
January, 1933 
July, 1933 
February, 1934 


93 


A rise of ten points in a two-year 
period in the highest grade bonds avail- 
able in this country is, says the letter, 
eloquent testimony of the relieved ten- 
sion. Of more practical significance, 
however, is the fact that bond prices 
have been rising with few interruptions 
both in Canada and the United States 
since the latter part of November, 1933. 
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SECURITIES 
exemption is by no means new, 
tary of the Treasury in a hearing before 


PROPOSAL TO TAX EXEMPT 
HILE the proposal to remove 
tax exempt securities from such 

the subject gains fresh interest from the 

views recently expressed by the Secre- 
the House Judiciary Committee. His 
views were thus stated: 


“The Treasury Department favors 
as a permanent policy the elimination 
of the exemptions from Federal income 
tax now accorded to the interest on 
Federal, state and municipal securities, 
in so far as future issues of such securi- 
ties are concerned. 

“I consider it very. important that 
when the exemption is eliminated it 
should be eliminated not only in respect 
to future issues of Federal securities but 


Dom. of Canada 
Guar. C. N. R. 5% Bonds 
Due Oct. 1, 1969 
Price Yield 
per cent. 
$.t2 
5.30 
4.75 
4.65 
4.41 


5.50 
» Be | 
4.80 
4.40 
3.94 


98 
95 
1044 
1063 

109 


in respect to future issues of state and 
municipal securities as well.” 
Although the Treasury would gain a 
considerable amount of revenue should 
this proposal be adopted, the Govern’ 
ment would find some additional cost in 
its financing, since its securities are now 
(with few exceptions) exempt from tax 
ation. And the advantage heretofore 





THE BANKERS MAGAZINE 


— 


attaching to exempt state and municipal 
securities would disappear. 

One convenient means of escaping 
Federal income taxes has been afforded 
by the exempt classes of securities, and 
with this exemption removed the Fed- 
eral Government would gain a new 
source of revenue. 

The exemption from taxation which 
the states and municipalities have for 
their securities has been, it is said, an 
incentive to extravagance, because of the 
ease of marketing such securities, the 
tax exemption feature being an addi- 
tional attraction, especially to large in- 
vestors who wished to lessen their Fed- 
eral income taxes. That the securities 
of inudstrial corporations are subject to 
tax, while state and municipal obliga- 
tions are not, gives the latter an advan- 
tage in the markets. 

It is claimed that the change sug- 
gested by the Secretary of the Treasury 
cannot be made without first amending 
the Constitution of the United States. 


TAXES AND THE “SIXTY-CENT 
DOLLAR” 


ISCUSSING Tax Exemption and 
D the Sixty-Cent Dollar, Michael 
J. Devlet, president of the Na- 


tional Marketplace for Municipal Securi- 
ties, Inc., New York, says in a pam- 
phlet published by the “Municipal Yard- 
stick” that the effects of the devaluated 
dollar should be greatest in stock equi- 


ties, commodities and real estate. As to 
the first of these, he says: 

“Here the principle of leverage is a 
factor. A rise in prices will mean a 
reduction in the relative burden of debts 
and fixed charges and thus increase the 
equities remaining for common stocks, 
just as the resulting profit increase will 
leave relatively more for the common 
stockholders. The stockholder will bene- 
fit at the expense of his bond holding 
creditor.” 

Mr. Devlet looks to a heavy increase 
in Federal taxes and the closing of loop- 
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insurance, and other Over-the- 
Counter securities should have 
our April “Facts and Figures.” 
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holes of escape from payment of income 
taxes. As consequence he sees a 
largely increased demand for tax-exempt 
securities. 
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MUST TRAIN BUSINESS 
LEADERS 


BECAUSE we are in an age when government 
and business will be more closely identified, 
Henry H. Heimann, executive manager of 
the National Association of Credit Men, sug- 
gests the organization of a Civil Service Uni- 
versity in Washington, D. C., under govern- 
ment auspices, similar in scope and purpose 
to the war and navy colleges, for the de- 
velopment of trained government personnel 
to integrate the business and governmental 
functions of the nation. 

“If the depression years have revealed any- 
thing it is the penalty every one pays for 
lack of capacity in business,” Mr. Heimann 
points out. “For example, would the bank- 
ing collapse have been upon us had our bank 
personnel been trained from youth and had 
apprenticeship been exacted of them? If the 
official family of the banks had been com- 
posed of career men instead of “social regis- 
terites,” as was frequently the case, would 
not the errors have been less frequent in 
banking? 

“We are in an age when government and 
business will be more closely identified. The 
tendency, whether we like it or not, is in that 
direction. Let's not make the mistake that 
has been made in industry. Let us choose 
government officials, particularly the key men, 
who should not be partisan office-holders, 
with a care and discrimination that will in- 
sure good government. Let us give a pri- 
mary education in government to all of our 
citizenry.” 
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FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 


degree of co-operation between 

Italy, France and Britain respect- 
ing affairs in central Europe having 
failed, conferences have been held at 
Rome between representatives of the 
Hungarians, Austrians and Italians, the 
object being, as stated, to adjust eco- 
nomic relations, although the meeting is 
generally regarded as having consider- 
able political significance. Some im- 
portant developments have recently 
taken place in Germany and Italy. In 
the former country there has been et- 
fected a grouping of industries designed 
greatly to simplify operations, while in 
the latter the financing of industry has 
been taken out of the hands of the com- 
mercial banks and turned over to the 
Italian Government. 

Hopes for even a measurable dis- 
armament on the part of the great pow- 
ers have practically disappeared, and sev- 
eral countries are now entering upon a 
course which can only be interpreted as 
an armament race. To those who re- 
gard armaments as a cause of war this 
development will be regarded as a grave 
calamity. To others who consider mili- 
tary preparedness as the best guaranty 
of peace, it will be looked on with satis- 
faction. Irrespective of the validity of 
either of these points of view, it must 
be regarded as unfortunate that with the 
budgets of nations already so severely 
strained—and largely because of the last 
Great War—the depleted revenues of 
the nations must be diverted from con- 
structive purposes and the relief of dis- 
tress to preparation against war. 

Recent disturbances in Austria have 
left a situation not quite clear as yet. 
France, under the new coalition minis- 
try, is gradually regaining stability. The 
other countries on the European Conti- 
nent have not lately been the scene of any 
notable developments, and the same may 
be said of other lands in various parts 
of the globe, if exception is made of the 
new state of Manchukuo, where an em- 
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POLITICAL EVENTS IN OTHER LANDS 





peror has lately been crowned, the mon- 
arch being the former Manchu heir to 
the Chinese throne. 

Great Britain, adopting few or none 
of the extraordinary measures deemed 
essential by many other countries to re- 
store prosperity, is moving steadily to- 
ward solid recovery, and in her last 
fiscal year actually achieved a consider- 
able surplus of receipts over expendi- 
tures. Unemployment continues to de- 
crease. 

Not of foreign origin, but of great 
economic importance to all foreign coun- 
tries, is a movement in the United States 
of America to give authority to the 
President of the United States to nego- 
tiate tariff treaties with other countries 
and to exercise directly a large measure 
of control over duties on imports—a 
belated recognition of the desirability 
of enlarging the trade relations among 
the nations of the world. 


GREAT BRITAIN 


Decreasing imports in February re- 
duced the “unfavorable” trade balance 
to £22,081,000, compared with £28, 
989,000 in January. Imports in Febru- 
ary were of the value of £57,353,000, 
compared with £64,671,000 for the pre- 
vious month. The February exports 
were £1,549,000 below the January 
figures. 

The budget surplus for the current 
fiscal year, estimated at from £30,000, 
000 to £40,000,000, will be devoted to 
debt reduction, for relief to unemployed, 
and may make possible a slight reduc- 
tion of income tax. As to unemploy- 
ment, February showed a decline in the 
number out of work, which was a re- 
versal of the January trend. 

Recent socialist victories in the elec- 
tion of members of the London County 
Council, giving that party control, will 
probably lead to the inauguration of a 
vast “slum” clearance plan for London. 
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Satisfaction is felt over the success of 
the Government’s loan of 4,000,000,000 
lire for the redemption of 5 per cent. 
nine-year bonds maturing this year. At 
the issue price of 99, and at the interest 
rate of 4 per cent., the loan was sub- 
scribed in four days for an amount 
totaling 9,285,193,500 lire, of which 
2,388,133,000 represented 5 per cent. 
bonds offered for conversion and 6,897,- 
060,500 cash subscriptions. Of these 
2,749,496,000 were for sums not exceed- 
ing 10,000 lire subscribed by 824,700 out 
of a total number of 885,965 investors. 
The government is returning the cash 
subscriptions in excess of 4,000,000,000 
lire, accepting in full those for amounts 
not exceeding 10,000 lire. Those of 
15,000 have heen reduced to 10,000; 
those of 20,000 to 12,000; 25,000 to 
15,000; 50,000 to 20,000; 75,000 to 
25,000; 100,000 to 30,000; 200,000 
to 40,000; 500,000 to 75,000; 1,000,000 
to 110,000; and of the 1,279,688,500 
lire subscribed by 148 investors in amounts 
exceeding 1,000,000 lire only 11 per 
cent. (140,766,000 lire) is accepted. 

Reference has been made above to 
what amounts to a divorce of the financ- 
ing of industrial enterprise, so far as re- 
lates to long-term requirements—from 
the commercial banks and the turning 
over of this function to the Industrial 
Reconstruction Corporation, or in fact 
the Italian Government. Short-term in- 
dustrial loans for financing the purchase 
of raw materials will still be done by the 
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banks, but probably concentrated in a 
few leading institutions. 


POLAND 


Polish Minister of Finance Zawadzki 
in a recent address on the estimates for 
the fiscal year 1934-35 stated that the 
actual revenues for the first nine months 
of the current fiscal year reached 72 per 
cent. of the estimated revenues for the 
whole year, while theoretically the per- 
centage should have been 75. If the 
first twenty days of January be added, 
the theoretical result ought to be 80.6 
per cent. of the revenues for the year, 
and it has been 81 per cent. in the rev 
enues from direct taxes and stamp dues. 
Experience has shown how conserva’ 
tively the budget estimates had been cal- 
culated, and the estimates for the next 
fiscal year are again calculated on the 
basis of actual revenue for the first ten 
months of the current fiscal year, with 
reduction of some figures, though there 
is reason to expect that there will be no 
such reduction of actual revenue. 

Since September last each month has 
shown a surplus of revenue over the 
preceding month, and the returns from 
taxes has been in full correspondence 
with observations in many fields of 
economic life. There is a slight and 
slow, but in any case an actual, im- 
provement in economic activities. In 
constructing their estimates of revenue 
on the actual revenues of the current 
fiscal year with some reductions, it is ex’ 
pected that actual revenue in 1934-35 
will be in excess of the estimates. 
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The results of the recent national loan 
are a guarantee for the balancing of the 
budget in 1934-35. The proceeds of the 
national loan to date are about 200,000,- 
000 zlotys; the total proceeds will reach 
330,000,000. 

After making good the deficiency of 
the current fiscal year, a balance of about 
175,000,000 will be left over, which wili 
be used for balancing the budget of the 
coming fiscal year. 

The Government will continue its ef- 
forts to achieve further retrenchment of 
expenditure. In 1931-32, a year of well 
marked crisis, 2,467,000,000 zlotys were 
expended; in the following year 2,244,- 
100,000; and in the current fiscal year 
the expenditure will be well below 2,- 
200,000,000. The expenditure for 
1934-35 is estimated at 2,165,000,000, 
actual expenditure will result in some 
reductions, and the government will 
work for further reduction of estimated 
expenditure for 1935-36. More impor- 
tant than the statics are the dynamics of 
the state budget, the tendencies of 
economic life, the Minister. said, and 
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these tendencies are becoming more and 
more favorable. In speaking of meas- 
ures for the relief of the agricultural 
population, and of the general credit 
policy he pointed out that whenever pos- 
sible liberalism has prevailed in the gov- 
ernment’s credit activities. It might be 
very agreeable to quicken such a process, 
but that might turn out to be an arti- 
ficial acceleration, and a slight slackening 
in the improvement of conditions might 
lead to serious consequences. The Min- 
ister declared the government to be quite 
ready for a liberal credit policy, but 
only when the demand for such a policy 
is borne out by sound economic trans- 
actions. 
SOVIET UNION 


As reported by the Economic Review, 
large-scale industry in the Soviet Union 
showed a gain of 8.8 per cent. last year 
over 1932. The increase for producers’ 
goods amounted to 10.4 per cent. and for 
consumers’ goods to 6.7 per cent. The 
gains recorded by the coal and steel in- 
dustries, which formerly were among 
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the most backward, were well above the 
average for all industries. Coal produc- 
tion, at 76,700,000 metric tons, was 
19.5 per cent. above that of the preced- 
ing year, while pig iron, at 7,250,000 
tons, and steel ingots, at 6,920,000 tons, 
showed increases of 17.8 and 17.5 per 
cent., respectively, over the preceding 
year. 

Production of automobiles and trac- 
tors showed especially large gains. The 
output of automobiles, totaling 49,743 
cars, increased 86 per cent., and that of 
tractors—73,370, 46 per cent. Power 
output in 1933 totaled 15,800,000,000 
kilowatt-hours and recorded a gain of 
17.9 per cent. 

The program for 1934 calls for in- 
creasing the output of industry as a 
whole by 21 per cent. Producers’ goods 
are scheduled to record a gain of 23 per 
cent. and consumers’ goods—16 per cent. 

According to preliminary figures of 
the realization of the state budget in 
1933, total revenues amounted to 39,- 
100,000,000 rubles, an increase of 26 
per cent. over 1932 (31,000,000,000 
440 












































































































































- = ms 
\ 
= om 


NRA 


SKANDINAVISKA 
KREDITAK TIEBOLAGET 


International Telephone Numbers: 


STOCKHOLM 
0101 8210 


Dealers 


Swedish 
Stocks 





TSUNSSN 
“ae 


MALMO 





rubles) and expenditures to 35,900,000, 
000, a gain of 17 per cent. (30,700, 
000,000 rubles in 1932). Both receipts 
and outiays exceeded the estimates, 
which provided for revenues of 35,000, 
000,000 rubles and expenditures of 
33,220,000,000 rubles. The reserve fund 
was increased by 3,200,000,000 rubles 
instead of by the anticipated 1,780,000, 
000. 

In view of the successful realization 
of the 1933 estimates and the further 
growth of the national economy of the 
Soviet Union planned for the current 
year, this year’s budget revenue is set at 
48,700,000,000 ‘rubles—an increase of 
more than 24 per cent. over the actual 
results in 1933. The expenditure is 
estimated at 47,000,000,000 rubles. 

In 1933 out of total receipts of 39, 
100,000,000 rubles, the profits of state 
and co-operative organizations accounted 
for 31,800,000,000, or 81.3 per cent. of 
the total. The estimates for the current 
year provide for 41,000,000,000 rubles, 
or 84.2 per cent. from this source. 
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THE ARGENTINE 
Under date of February 27 the First 
National Bank of Boston received a re- 
port from its branch in Buenos Aires 
containing the following information: 


low interest rate on time deposits, con- 
fidence in the national financial position 
and freedom of national bonds from in- 
come tax. Municipal and_ provincial 
honds were also very steady. The most 


December, 1933 
Pesos 
13,000,000 
2,474,000,000 


January, 1934 
Pesos 
7,718,000 

2,539,000,000 


January, 1933 
Pesos 

22,057,000 

2,004,582,000 


failures 


Liabilities 


Bank clearings 


On February 1 the Minister of 


Finance issued a preliminary estimate 
of the national government deficit of 


$22,400,000 in 1933, which equals about 
21% per cent. of the total of $896,500,- 
000 spent. The national debt rose $144,- 
600,000 in 1933 to $3,267,500,000. 
January exports were 21 per cent. in 
volume and 47 per cent. in value above 
the same month in 1933. The favorable 
trade balance was $67,948,000. The 
January combined bank statement shows 
deposits up $11,000,000, loans down 
$15,000,000, cash up $46,000,000, and 
the cash reserve 23.3 per cent. 

The January turnover on the Buenos 
Aires Stock Exchange was $37,109,000. 
The net average for the new 5 per cent. 
“cedulas” was 86.16, as compared with 
_ 85.50 for the old 6 per cent. series in 
* January, 1933. These bonds advanced 
from 86.74 January 20 to 90.60 on Feb- 
ruary 20, but profit-taking since brought 
the net average down to 88.72. The 
National Internal Credit 5 per cent 
bonds advanced 5 points, but later 
dropped back a point. The firmness is 
probably due to easy money conditions, 


56 
Commercial rediscounts 5 
5 
7 


recent Conversion Office report shows 
the following figures: 
Gold reserve 1,006,035 
2,389,565 
3,412,939 
9,826,789 


Patriotic bonds 
Currency in circulation 1, 


Present exchange value of paper peso 
about $0.2514 (par—$0.421/). 


MEXICO 


Wholesale and retail businesses con- 
tinue to move upward, sustaining the 
belief that recovery is well on its way. 

The National Bank of Agricultural 
Credit was reorganized by decree of 
January 24, 1934, to the end of facili- 
tating credit to small farmers and agri- 
cultural co-operative societies. 

It is reported that a contract has been 
signed for the completion of the national 
highway from Laredo to Mexico City. 
It is expected that the road will be ofh- 
cially opened during the present year, 
but the hard surfacing of certain sec- 
tions and the construction of some 
bridges will be left until 1935. The con- 
tract calls for an expenditure of 12,000,- 


441 





THE BANKERS MAGAZINE 


Fach malar 2. any 


language Y PERSONAL 
BERLITZ INSTRUCTION 


You can't help learning languages the 
Berlitz Way—a Method scientifically 
designed to give you easy, fluent 
speech and authentic native accent in 
French, Spanish, German, Italian, 
Russian, or whatever language you 
choose. 


Small groups, to meet day or evening, 
now forming. Write, call in person, or 
phone “Secretary of Admissions,” for 


FREE BOOKLET and arrange for your 
FREE TRIAL LESSON 


SCHOOL OF 
BERLIT Z tanausces 
30 West 34th Street, New York PEnn 6-1188 


BALTIMORE ...925 N. Charles St. 
140 Newbury St. 

Auditorium, 56 E. Congress St. 

820 David Whitney Bldg. 
PHILADELPHIA....Elrae Bldg., 226 S. 15th St. 
WASHINGTON 1115 Connecticut Ave. 
HAVANA Prado 62, altos 


“‘Language Teachers of the 
World,for Fifty-six Years” 


000 pesos during the present year and 
4,000,000 during 1935. 

Mexico’s foreign trade, as expressed in 
peso values, has continued its upward 
trend. Exports during November and 
December were considerably above the 
average of previous months, and total 
exports for the year reached 364,967,000 
pesos, a considerable increase over the 
1932 totals although less than in 1931. 
Imports during 1933 totaled 244,660,000 
pesos compared with 180,912,000 pesos 
in 1932 and 216,585,416 in 1931. 


JAPAN 


The business situation continues un- 
certain, although a steadier stock mar- 
ket and small fluctuation in yen exchange 
are more favorable factors. The secu- 
rity market has been more active, influ- 
enced by the ample funds available. In- 
vestors are favoring industrial shares 
which have registered substantial gains. 
Yen exchange is currently quoted be- 


tween $0.2980 and $0.2990. Commod. 
ity prices are in a downward trend and 
raw silk prices particularly are lower, in 
view of smaller demand in the New 
York market. The Japanese press re 
ports that the Trade Commission of the 
Foreign Office approved on February 23, 
for early submission to the Diet, a trade 
control bill providing for government 
authority to increase or decrease customs 
duties and to restrict or prohibit imports 
and exports of any merchandise with a 
view to affording protection to Japan's 
foreign trade. The average wage index 
for January declined from the December 
average. 
SWEDEN 


Total sales of the Swedish Co-opera 
tive Union during 1933 increased to 
152,480,000 crowns, as against 149,450, 
000 crowns in 1932. Sales of general 
merchandise increased 1,560,000 crowns; 
foodstuffs, 1,890,000 crowns; specialties 
320,000 crowns; and shoes 350,000 
crowns. The continued increase in busi 
ness, despite generally unfavorable 
economic conditions, is explained by the 
steady growth in the number of members 
every year. At present approximately 
2,000,000 people make their purchases to 
a large extent from the numerous co-op 
erative stores that are afhliated with the 
Co-operative Union. 


IRISH FREE STATE 


For the first time in several years the 
railways show an increase in traffic re 
ceipts. Receipts of the Great Southern 
Railways, the principal railway system 
in the Irish Free State, were reported to 
be 5 per cent. larger in the first five weeks 
of 1934 than in the comparable period 
of 1933. The economic situation of the 
country remains generally unchanged. 
Money is tight but with credit restricted, 
collections are good. The fat cattle in 
dustry is adversely affected by the British 
quota on imports for the first quarter of 
1934 (this quota limits imports to 50 
per cent. of the volume in the first quar 
ter of 1933). Exports of Irish whiskey, 
owing chiefly to demand from the United 
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Banco Di Santo Spirito (Regionale Del Lazio). 
Spirbanco. 
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over the Latium—Telegrams: 
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States, during January totaled 77,000 
gallons as compared with 10,000 gallons 
during January, 1933. The value of 
exports of all articles in 1933 was 27 per 
cent. less than 1932 exports, while im- 
ports declined by 16 per cent. 


DENMARK 


The agricultural balance of trade of 


Denmark, computed by the Agricultural 
Council, the total exports of agricultural 
produce in 1933 amounted to Kr. 935,- 
000,000, which was Kr. 50,000,000 more 


than in 1932. At the same time the im- 
ports of raw materials for agriculture 
were reduced by Kr. 30,000,000 to 
Kr. 191,000,000, and the result was an 
excess of exports of Kr. 744,000,000 
against Kr. 664,000,000 in 1932. 


ECUADOR 


General business conditions in Ecuador 
during February were marked by con- 
tinued seasonal dullness in internal trade, 
but a marked expansion in the export 
movement and a feeling of stability and 
confidence. Following the relaxation of 
exchange control large stocks of goods 
which had been held back from the mar- 
ket were moved out rapidly. This ac- 
celeration is not expected to continue, 
but it is anticipated that export ship- 
ments for the remainder of the year will 
be more nearly normal. Imports also 
increased, but not on the same scale as 


Head Office: Rome and 135 Branches 
Share Capital Paid Up Lit. 30,000.000. 


exports. With free exchange, retailers 
were better able to complete their de- 
pleted stocks. Higher prices and the 
advent of the rainy season have curtailed 
internal sales, and no large increases may 
be expected for some months. Retailers 
have not benefited as greatly by the re- 
moval of exchange control as might be 
expected owing to the necessity of basing 
all prices on a rate of 10 sucres to the 
dollar, but with free exchange the re- 
placement of necessary stocks was more 
easily accomplished. Total government 
receipts for 1933 were announced as 
35,599,875 sucres or about 2,000,000 
sucres above those for 1932 


8 


IMPORTS AND THE GOLD 
STANDARD 


A creditor country, with investments 
abroad, that will not take its interest in 
produce, is putting the first nail in the 
gold standard cofin. Such countries can 
avoid this for a time by continued 
further lending to the debtors, but you 
know pretty well where this leads. It is 
a stop-gap with a heavy penalty. If the 
creditor countries insist on taking gold 
from the debtors and drawing it from 
their currency reserves, and do not 
secure a rise in prices in their own coun- 
try to match the new gold, with the im- 
ports which ought to follow, then they 
are putting the gold standard coffin into 
the grave.—Sir Josiah Stamp. 
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Part and Parcel 


of CANADA’S Growth 


The Bank of Montreal, Canada’s oldest bank, 
with large resources and a far-flung organization, 
has been part and parcel of Canada’s progress for 


116 years. 


Today it gives dependable banking 


service in every important Canadian community. 


The bank is equally well equipped to serve American banks, busi- 
ness men and corporations having financial transactions with Canada. 


BANK OF MONTREAL 


Established 1817 


Total Assets in Excess of $750,000,000 


HEAD OFFICE: MONTREAL 
NEW YORK: 64 Wall St. 


CHICAGO: 27 South La Salle St. 


SAN FRANCISCO: 333 California St. 


Current Conditions in Canada 


SPECIAL dispatch to the New York 
A Tribune from Montreal, 
under date of March 11, gives 


the following information regarding con- 
ditions in the Dominion: 


“Canadian business volume continues 
to show improvement in comparison with 
the same levels of last year. Most in- 
dices show gains over the same period 
for two years back, although a few are 
still below the 1932 figures. Advances, 
however, have been steady and continu- 
ous from week to week. 

“Bank clearings last week showed a 
further increase. While a major part 
of the gain was undoubtedly due to 
heavier speculative transactions, outlying 
points show general improvement. The 
total from the thirty-two reporting 
clearing-house centers showed an_ in- 
crease of $61,062,023 to $289,137,024, 
or a gain of better than 26 per cent. 

“Rail traffic is again well over the 
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totals for the same period of 1933. The 
Bureau of Statistics reports car loadings 
in the week ended March 3 of 42,610 
cars, compared with 41,433 cars in the 
previous week and 34,211 in the same 
week of last year. The aggregate load 
ings for the current year to date show 
an increase of 71,434 over the total in 
the same period of last year, but a de 
cline of less than 10,000 cars from the 
corresponding total in 1932. 

“Gross rail earnings have followed 
closely the trend of car loadings. For 
the week ended March 7, the Canadian 
Pacific reported gross earnings of $2, 
275,000, compared with $1,984,000 in 
the same week of last year, an increase 
of $291,000. For the same week, the 
Canadian Natidnal reports gross of $3, 
077,471, an in¢rease of $660,725. 

“Flour-milling industry output shows 
a gain for the current year as compared 
with last. Output of leather boots and 
shoes, as measured by the Dominion Bu 
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average shows 
an increase of cent. for the 
latest month. 

“Canadian wholesale prices, as meas- 
ured by the Government index, showed 
an increase of 114, point in February 
over the level of the previous month. 
Sub-indices were higher in five groups 
and lower in only two. The index of 
vegetable products was up 1.6 point, 
while the figures of animals and their 
products were 5.6 points higher. 

“Wholesale and retail trade volume 
in most sections is holding well up to 
the seasonal top. Advance orders con- 
tinue to be reported from most whole- 
salers and there is again a tendency to 
increase inventories among the retail 
trade.” 


THE PROPOSED CENTRAL BANK 


One of the subjects of current interest 
in Canada is the proposal to establish a 
central bank. Commenting on the pro- 
posal, S$. H. Logan, general manager of 
the Canadian Bank of Commerce, in ad- 
dressing the shareholders’ annual meet- 
ing, said: 


: “Announcement has been made by the 
Prime Minister that a central bank is to 


be established in Canada. The repre- 
sentatives of the Canadian banks in ap- 
pearing before the Royal Commission 
expressed the opinion that there was no 
need for such an institution. We are 
all, naturally, slow to welcome radical 
changes, more particularly in such un- 
certain times as the present, but if the 
Government and Parliament of Canada 
determine that a central bank is now 
required, the banks should, and no doubt 


INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with five 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 
S. N. POCHKHANAWALA, Managing Director 





will, earnestly co-operate in endeavoring 
to make it a success. There are certain 
features of the constitution of the bank 
as proposed in the majority report of the 
commission which we think require spe- 
cial consideration. The suggested cap- 
ital of $5,000,000 appears to be entirely 
inadequate for such an institution whose 
liabilities by way of notes in circulation 
and deposits on its books may extend to 
hundreds of millions of dollars. The 
commercial banks would naturally carry 
a substantial part of their reserves with 
the central bank, but the sum involved 
should not be specifically defined. <A 
statutory cash reserve is a frozen reserve 
not available to banks in emergency. If 
a statutory reserve were set, each bank in 
self-protection would be forced to carry 
in its own possession larger cash reserves 
than would otherwise be the case, and 
in consequence credit to the public even 
in normal times would be necessarily re- 
stricted. 

“The new bank should not, because 
of the present serious exchange risks, be 
allowed to carry any important part of 
its reserves in other countries, except un- 
der the unqualified guarantee of the 
Dominion of Canada. There should be 
the same flexibility in borrowing priv- 
ilges for the commercial banks as is now 
afforded them under the Finance Act, 
without legal restriction as to terms of 
borrowing or renewing. One outstand- 
ing feature in the commission’s report 
was the evidence of moderation of the 
banks’ borrowing during the entire ex- 
istence of the Finance Act. 

“The bank note circulation of this 
country is regarded as one of the best of 
the world’s currency systems, for one 
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and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable oppor. 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. Inquiries and correspondence invited. 


reason because of its unblemished re- 
demption record over the last half cen- 
tury. Its safety and general value have 
led one of the greatest authorities on 
central banking, Dr. Feliks Mlynarski, 
whose work for the Gold Committee of 
the League of Nations is recognized as 
a masterpiece, to pose the following 
questions: 


‘Whether it would not be advisable 
to abandon the monopoly of note issue, 


and to admit to it a few of the best joint- 
stocks banks, whose right of issue of their 
own notes exclusively for discounting 
of commercial bills should be strictly 
limited, and to a certain degree based 
on the Canadian system. Is it not a 
characteristic feature of the crisis that 
Canadian banks suffer less at present 
than in other countries, particularly less 
than banks in the United States? Is it 
not also characteristic that in debtor 
countries with a note issue monopoly the 
reconstruction of the capital market is 
slow and painful?’ 

“These are cogent questions which 
deserve the most careful consideration. 
In any event, the note circulation priv- 
ilege should not be taken away from the 
banks at an early date. It will take 
time for the country to accommodate 
itself to a central bank, and the com- 
mercial banks might well be left with 
their present note circulation facilities 
for a further period of, say, ten years. 

“Should the right of note issue be 
withdrawn from the chartered banks 
many of their smaller branches would 
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no longer be able to operate at a profit 
and would have to be closed. I doubt 
if the public realize to what extent the 
banking service they now receive would, 
of necessity, be curtailed if this step 
were taken.” 

Regarding the investigation of the 
country’s financial structure by the 
Royal Commission on Banking and Cur 
rency, Mr. Logan said: 

“Canadian banks welcomed this in: 
vestigation and furnished the commis. 
sion with all information possible. Dur. 
ing business depressions governments, 
banks and large financial corporations the 
world over come in for an undue amount 
of criticism. The Canadian banks could 
not attempt to reply to individual critics 
expressing such varied views and theories 
of banking principles and practice. The 
commission at its mumerous sessions 
throughout the Dominion afforded all 
interests and individuals the opportunity 
of expressing their opinions. 

“The chief criticism throughout these 
hearings was that the banks did not lend 
freely enough and that interest rates 
charged were too high. There has never 
been a time when the good borrower 
could not get necessary banking accom’ 
modation. By the good borrower I mean 
one possessing liquid security in reason 
able relationship to the amount he seeks 
as a loan, particularly one who requires 
the money for productive purposes or for 
the movement of merchandise, and whe 
can be relied upon to complete his busi 
ness transactions and repay his loan in 
due course.” 
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THE BANK AND ITS EQUIPMENT 


A MONTHLY DEPARTMENT DEVOTED TO BANK ARCHITECTURE 
AND MODERN BANK EQUIPMENT 


Simplifying Computation of Service Charges 


HECKING account service 
charges, as required by the Bank- 
ers NRA Code, are to be based 

upon the application of a uniform rule 
or formula, according to an agreement 
reached between General Hugh S. John- 
son and the Banking Code Committee. 
The committee submitted, and General 
Johnson also approved, a definition of 
the term “Service Charges.” It is as fol- 
lows: “The term ‘Service Charges’ is 
hereby construed to apply only to the 
determination of the method of compen- 
sating the banks on checking accounts, 
either in the form of adequate balances 
or charges.” 

The nation-wide installation of service 
charges will bring bankers face-to-face 
with the problem of profitably comput- 
ing and collecting the necessary charges. 
Whether it is done profitably—if the 
system used is efficient or inefiicient— 
tells whether the charges are fulfilling 
the purposes for which they are in 
tended. 

TWO COURSES OPEN 


Two major and widely different 
courses are open to banks for recording 
account analysis and service charge in- 
formation. They are: (1) making a 
pen-and-ink record; and (2) posting by 
a bookkeeping machine which makes a 
neat, complete analysis record as a by- 
product of posting the customers’ state- 
ments. Selecting between the two 


methods calls for consideration again of 


the time-honored argument of hand 
versus machine-methods. The advan- 
tages of a particular machine application 
or method, now used with more than 
ordinary success in many parts of the 
country, will be presented here. 


ADVANTAGES OF A MACHINE 


Our first observation of the machine 
itself (Figure 1) shows that it is, funda- 


mentally, a standard bookkeeping ma- 
chine. In appearance and in operation 
we find that it resembles the bookkeep- 
ing machines on which it is claimed that 
95 per cent. of the nation’s checks are 
posted. 

Another view of the machine reveals 
that, besides being standard, it is thor- 
oughly modern—the newest machine on 
the market. The demonstrator points 
out to us that it has many up-to-date 
features, including a front feed carriage, 
a single stroke totaling mechanism, an 
automatic count of checks posted, and 
the ability to post, prove and journalize 
in one operation. 

The dominant characteristic, however, 
which distinguishes this machine from 
others is that while it is posting, prov- 
ing and journalizing in the accepted 
fashion, it also is setting up complete 
figure information for analyzing ac- 
counts and determining measured service 


charges. 


USE OF THE MACHINE 


By referring to a sample statement 
(Figure 2) we note first of all that it 1s 
perforated so that it can be torn into 
two parts. The right-hand part, or 
is retained as the bank’s record for 
puting the service charge. 


Photo courtesy , 

Burroughs Adding 

Machine Company 
Fig. 1: Showing simplicity and com- 
pactness of machine. 


447 





ET 
THE BANKERS MAGAZINE 


Ne pass 
oUNL OuUa 





os i 
TRIS 18 YOUR BALANCE 


a 
i Se 


John Doe 
220 Main St. 











: | ~“Keaicanee 
$50 Items Deposited @_3¢ Daily Balances 


ame 


ah eo 
Less 10% Reserve 


Less Aggregate Float 


} TOTAL EXPENSE 


2 Dterence Between 
g ipenee & raceme 


Fig. 2: Sample statement. The right hand part gives a complete analysis for estimating 
the amount of the service :charge. 


As each deposit is posted to the state- 
ment, the number of items deposited and 
the float, if any, on a one day basis are 
copied from the deposit ticket and 
printed to the right of the deposit col- 
umn. The one day float was figured 
while the items were still with the deposit 
ticket and had only to be copied during 
the posting operation. 

The new balance of the account and 
the automatic count of checks, printed 
simultaneously on the stub, make the 
stub a complete analysis record for fig- 
uring the profit or loss and determining 
the size of the service charge. 

To figure the profit or loss, the num- 
ber of items deposited are added and the 
total is written in a special section at the 
bottom of the stub. The last entry in 
the column, “Number of Checks Paid,” 
represents the number of checks subject 
to charge and this figure also is written 
on the stub. In the stub illustrated, fifty 
items were deposited and forty-five 


checks were paid during the month. The 
charge for handling these items in this 
particular bank is 3 cents for each check 
deposited and 4 cents for each check 
paid. Thus the total expense of the ac’ 
count is ascertained quickly—in this case 
$1.50 for checks deposited, $1.80 for 
checks paid—a total of $3.30. 


FIGURING EARNINGS 


The earnings of the account are fig: 
ured this way: The aggregate balance— 
$24,000, is obtained by adding the daily 
balances, repeating each balance once for 
each day the balance remained the same. 
Since the bank must maintain a certain 
amount of its deposits (10 per cent.) in 
cash or on deposit with a Reserve bank 
where it will not earn interest, this 
amount ($2400) is deducted from the 
aggregate daily balance. Also, the bank 
cannot earn any profit on the uncollected 
funds which have been credited to the 





THE BANK AND ITS EQUIPMENT 


More Banks Ask 


For Improved Quarters 


ANKERS whose building improvements 
we have recently completed are well 
leased. Their pleasure is increased by the 
refunds they receive at final accounting, due 
largely to present low building costs. 

Four more banks during March (twenty-four 
since summer) have asked us for our analysis 
and recommendations. They will find costs 
only slightly higher. 

Write us for new leaflet of photos and floor 


plans showing some of these newly improved 
banking quarters. Sent by mail. No obligation. 


TILGHMAN MOYER CO. 
The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS + ENGINEERS 


ALLENTOWN PENNA. 


account so the total of the one day float 
column ($6700) is also deducted from 
the aggregate daily balance which leaves 
$14,900, the amount of money on a 
one day basis that the bank had to in- 
vest. This bank nets 4 per cent. on its 
investments so the loanable balance is 
multiplied by .0001096, the earnings on 
$1 for one day at 4 per cent., to deter- 
mine the income of the account—$1.63. 

The income, $1.63, deducted from the 
expense, $3.30, leaves $1.67, the cost of 
handling the account. The actual cost 
can be charged to the depositor or it can 
be used as the basis for making other 
arrangements with the depositor, accord- 
ing to the ruling of the Bankers’ Code. 

The average collected balance of an 
account is obtained by dividing the ag- 
gregate daily balance, after deducting 
the total one day float, by the number 
of days in the month. On this account, 
the average collected balance was $577. 


LEDGER SHOWS UNCOLLECTED FUNDS 


Now we will look for a moment at 
the ledger written by the same book- 
keeping machine that posted the state- 
ment. The ledger is Figure 3 and its 
outstanding feature is that it contains 
accurate, up-to-the-minute information 
on uncollected funds. This information 
warns a bank against taking risks by 
paying its money on deposited items 


THE NEW 


MOSLER 


ELECTRICALLY-CONTROLLED 
DELAYED MOVEMENT TIMELOCK 


For Bank 
Holdup 
Protection 


Locker with rotary 
hopper top for de- 
positing reserve 
cash without open- 
ing door, which is 
equipped with above 
timelock. There are 
many models of 
safes and lockers. 


THE MOSLER SAFE CO. 


New York Office: 
373 BROADWAY 


Factories: 


HAMILTON, OHIO 


which may or may not be paid. Banks 
take chances of loss when doing this be- 
cause deposited checks may be returned 
and the depositor may not be in position 
to take them up. And the bank cer- 
tainly loses, through a loss of interest, 
unless a charge’ is made for the use of 
the bank’s funds. 

The ledger illustrated shows that the 
customer’s balance is $1200, of which 
$985 was deposited on April 27. The 
Uncollected Funds column tells at a 
glance that $700 of the April 27 deposit 
will not be collected until April 30. 
Thus the collected balance on April 28 
(the date on which the check in the 
illustration is presented) is $500, in- 
stantly warning the bank that payment 
of the $900 is possible only by paying 
against uncollected funds. 

The “Number of Checks Paid” col- 
umn on the ledger shows the number of 
taxable checks paid during the month. 
To obtain the Federal tax charge for 
each depositor, it is necessary only to 
multiply the last figure in this column 
by the tax rate, namely, 2 cents per 
check. If the posting of the tax is done 
daily, the position between the date and 
the deposit is used. The tax is accumu- 
lated in a tax register for proof of tax 
posting and to furnish a total of tax 
posted for the day. 

This discussion has covered in detail 
the placing of account analysis and 
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Fig 3: Ledger from same machine showing accurate information on uncollected funds. 


service charge information at your finger- 
tips as a by-product of posting. It also 
has told of the simplicity of recording 
uncollected fund information on the 
ledger where it is immediately available 
for reference purposes. The advantages, 
including the economy, of the machine 
which performs all of this service can 
be judged best by seeing it demonstrated. 
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MODERN DIRECTORS OF 
ENTERPRISE 


The Government is interfering with 
every man’s business, assuming that 
the business of the United States can 
best be conducted by a group of gentle- 
men who have never transacted any 
business in their lives——Former U. S. 
Senator James A. Reed. 


I'LL TELL THE BANK 


A trust company’s local manager confided 
to us that he didn’t want the NRA to tell 
his bank how it should be run. “We have,” 
he said, “too many tellers now.”"—F. P. A. in 


New York Herald Tribune. 


At the present time I think I can s. 
without fear of contradiction that the 
Government has the virtual ownership 
of about 50 per cent. of the banks in thi 
United States in number, and a fz 
greater percentage in percentage of de 
posits. 

With Government ownership an 
power of administration, plus guarante 
of deposits of 97 per cent. of th, 
depositors, the New Deal makes a cor 
centration of power hitherto unthoug' 
of, and whereas the greatest period ¢ 
the country’s prosperity was under th: 
so-called unit, or community, bank witl 
the advancement of credit to the up 
building of communities, only the future 
will divulge whether the new deal con 
centration of ownership and administra 
tion will be as helpful as thé old system 
has been in the past. I wish to say that 
with an open mind I am for the policy 
that is going to be for the greatest good 
to the greatest number of people—Gil 
bert L. Daane, chairman, Peoples Na 
tional Bank, Grand Rapids, Mich. 
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A MONTHLY REVIEW OF CURRENT ADVERTISING AND NEW 
BUSINESS EFFORT BY AMERICAN BANKS 


Edited by T. D. MacGrecor of MacGregor & Woodrow, New York 








We are pleased to welcome back as editor of this department of bank advertising com- 
ment, review and suggestion, T. D. MacGregor, who inaugurated it for THE BANKERS 


MAGAZINE a number of years ago. 


In the period that has intervened since that time, 


Mr. MacGregor has made quite a name for himself in the field of financial advertising 
and publicity, He has written a number of helpful and widely circulated books on the 
subject, and has planned and written advertising for many important institutions, 


through various advertising agencies. 


Recently he has gone into partnership with 


Frank S. Woodrow, another experienced bank advertising man, as MacGregor and 
Woodrow, to continue giving service to banks and trust companies. 

Readers are invited to send samples of their booklets and newspaper advertising to 
this department for mention in the magazine, and to help along the cause of good ad- 
vertising under the new banking and economic conditions that confront us—THE 


EDITOR. 








Applied Idealism in Bank Public Relations 


banking are creating a new situa- 
tion in bank advertising. There is 

' be a shifting of emphasis. With a 

riform banking code and deposit insur- 
.1ce giving positive assurance of protec- 
tion to the great mass of bank depositors, 
very little needs to be said about safety. 
Wepositors are going to take that for 
ranted. The things to be stressed now, 
more than ever before, are service, cour- 
esy and the individual and distinctive 
jualities of the institution. The task is 

) rebuild banking prestige. In other 
vords, the new appeal will be along the 
oroader lines of public relations. 

Let us consider the psychology of this 
or a moment. When the late J. Pier- 
pont Morgan, back in the days of a 
former panic and depression, was called 
to testify before the famous Pujo Com- 
mittee, he gave the American people a 
forceful lesson in character and credit. 
He brought to light a hitherto little em- 
phasized concept in connection with 
American banking when he spoke of the 
value of character as collateral. But, 


[= new conditions in American 


after all, this is not a brand new idea. 
Shakespeare used it when he put those 
colorful words into the mouth of Marc 
Antony, who “came to bury Caesar, not 
By his praise and ideal- 


to praise him.” 


ization, Antony swayed the Roman 
populace to a great love for Caesar and 
a bitter hatred of his enemies. 

It has remained for a poet and idealist 
of Detroit, however, to make a veritable 
science out of idealism. He has applied 
it with such effectiveness to organiza- 
tions making mechanical products that 
he has literally created national figures 
from among obscure manufacturers and 
built up a permanent belief and con- 
fidence in the value of their products. 

Is not the time now ripe to apply this 
principle more generally to the adver- 
tising of financial institutions? 

When you use this principle in your 
advertising you are planting benevolent 
propaganda in the minds of the people, 
so subtly, that complete acceptance of 
the thought you have in mind is the 
logical outcome. Minds that have been 
influenced by so many negative thoughts 
about’ bankers and banking in the last 
few years certainly would benefit by 
some positive treatment now. 

The advertisements submitted by P. 
K. Houston, the officer in charge of the 
advertising of the County Trust Com- 
pany, of White Plains, N. Y., and re- 
produced herewith, give an insight into 
the concrete application of this method. 
Another advertisement reads as follows: 
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BUSINESS 
CHARACTER 


NE famous financier said: “Character 
is the best collateral in the world. For 
character is the sum total of what a man 
is. 
Character iaglies right intent, intelligent 
motives - 
“Men of business character who borrow 
money, know exactly what they are going 
to do with that money and how they are 
going to pay it back.” 


wauszn ™en in the integrity of institutions. Both 
or ms are necessary to the continued welfare of 


4 a city and of a nation. 
‘SYSTEM 


‘MEMBER WESTCHESTER COUNTY CLEARING HOUSE ASSOCIATION 


Your Banker Shares 
Responsibilities 


OUR banker shares cer- 

tain responsibilities with 
various businesses and enter- 
prises of the community. 


He carries on his shoulders the 
peso for the welfare of 
y businesses. He is re- 

on xible to the community for 
o satekeeping and careful 
—— of funds placed in 





Your banker asks merely for 
silent recognition of the earn- 
est effort put forth by his or- 
ganization to serve and protect 
your interests and the inter- 

ests of other citizens for the 
common good. 


THE 


COUNTY TRUST 





The appeal of banking idealism. 


BANKING IS A PUBLIC TRUST 


It is more than conducting a mere count- 
ing house, for the future of the community 
is linked inseparably with its welfare. 

Banking embraces and touches a part of 
every business and enterprise in the com- 
munity. Its decisions are far-reaching in 
their effect. In the county-seat of the rich- 
est county in America banking has attained 
a high and enviable position. 

You will find here a real community spirit 
of co-operation and a service that is metro- 
politan in its scope. The interests of a com- 
munity institution are bound up inseparably 
with those it serves. 


You may find that you will have to 
be a bit of a philosopher to write such 
copy, and you may be accused of being 
a generalizer and idealist, but stick to 
your guns and you will accomplish great 
good for your institution in your com- 
munity. You can get the nucleus of 
this method direct from the book, “The 
Sword-Arm of Business,” by Theodore 
F. MacManus. This book emphasizes a 
principle that many believe should find 
a permanent place in financial advertis- 
ing. Perhaps its general acceptance 
would do away with much of the rather 
pompous braggadocio which has been the 


bane of much advertising in the recent 
past. 


ECONOMIES IN THE PURCHASE 
OF PRINTING 


NE of the best ways to reduce the 
€ cost of printing is always to 

furnish layouts with your copy. 
This saves the printer’s time, and it like- 
wise saves on composition charges by 
lessening expensive “author’s corrections’ 
on the proof. Besides such direct saw 
ings, good type layouts insure better re 
sults from the advertising expenditure. 
By means of a layout made by one with 
some knowledge of type and its uses it 
is easily possible to make a moderate’ 
sized advertisement as effective as a 
larger one that is not so well set or dis’ 
played. 

It will pay any bank advertiser to 
study types and typography enough to 
enable him to make careful layouts and 
to acquire other technical information 
along these lines. 

Types are like the human voice. Ac’ 
cording to circumstances, they can be 
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stentorian, clear, forceful, or formal. It 
takes skill to use them rightly. 

Edit copy carefully before sending it 
to the printer. It costs much less to 
make changes in the typewritten manu- 
script than on the proofs. It saves time, 
too. A large printing concern estimates 
that author’s corrections on copy aver- 
age 16 per cent. of the total bills from 
the composing room. Whether your 
printer mentions it or not, the time re- 
quired for author’s alterations, if ex- 
cessive, will influence his price on fu- 
ture jobs for you. 

There is opportunity for economy also 
in the use of paper stock for booklets. 
Plan your booklet so that the size will 
be such as to cut to best advantage from 
stock papers, and so that the finished 
product can be enclosed in regular size 
envelopes, and not such as have to be 
made up especially. The number of 
booklets of various sizes which can be 
cut economically from one ream (500 
sheets) of paper of several different stock 
sizes is shown in the following table: 

Sheet, 25 x 38 inches 

8-page booklet, 9 x 12 inches, 1000 copies 
24-page booklet, 6 x 9 inches, 666 copies 
32-page booklet, 44 x 6 inches, 1000 copies 

Sheet, 28 x 44 inches 
16-page, 34 x 6% inches, 3000 copies 
Sheet, 33 x 46 inches 
48-page booklet, 3% x 74 inches, 1333 copies 


In figuring these things, it is sometimes 
an advantage to draw a little diagram 
showing the size of the sheet of paper. 

After the printing is all done and the 
work delivered, there are further econ- 
omies that can be practised. If it is ad- 
vertising matter, do not let it lie around 
in your stock room. Its place is in the 
hands of prospects. If you keep it 
around too long it will get soiled and out 
of date, just as your mailing list will get 
out of date if you don’t look after it 
continually. 


NEW BUSINESS SUGGESTIONS 


Many of your customers might be will- 
Ing to suggest possible prospects. A 
printed card to be sent out with monthly 


Mart 
FACTS TO BEAR IN MIND 


That all deposits in The Hamilton Trust Company are now insured in ac- 
cordance with, and to the extent provided by, the Banking Act of 1933; 
That The Hamilton Trust Company has been a member of the Federal 
Reserve System since 1917; 

That some of the best known manufacturers and merchants in Patersou 
and vicinity have been customers of this bank for many years; 


That The Hamilton Trost Company has three convenient offices, each of 
which is the bank itself; 


That 20,000 persons are customers of The Hamilton Trust Company ; 


That this bank pre very type of sound banking service; 


That The Hamilton Trust Company, throughout its history of 34 years, has 
constantly sought to be of the greatest usefulness to the people of the com- 
munity, and seeks to further extend its usefulness along sound banking 
lines; 

That The Hamilton Trust Company cordially invites new customers who 
believe, as we do, that banking relationships are based on mutual respect, 


confidence and consideration. 








The Hamiuteon Trust Company 


Mansy St. at Wasmcron * Noarn Man Sr.ar Amc * Union Ave, a Susmman 


Member Federal Reserve System Since 1917 








Timely copy. 


statements to customers would give them 
an opportunity to suggest prospects for 
investigation and follow up, without cus- 
tomers assuming any responsibility. 


{| Your stockholders ought to be espe- 
cially good workers for your institution. 
They have something at stake in the 
success of your new business efforts. 
Many of them probably overlook oppor- 
tunities to help the cause along simply 
because the matter has never been called 
to their attention. Write them a letter 
pointing out your mutual interests in 
getting new business for the bank. 


{Call your employes’ attention to the 
fact that everyone in the bank who 
meets the public should be a salesman 
for the institution. He is the personal 
representative of the bank. He helps to 
create an atmosphere of friendliness and 
personal interest, or the contrary. It is 





THE BANKERS MAGAZINE 


eS 


0.K. 

TRUST COMPANY 
The Government stamp of approval s on 
the Trust Company. It talks in terms any: 
one can understand 

Every depositor in the Trust 
New Jersey and every man, woman or child 
who ‘shall deposit $1 to $2500 bas 
hus money absolutely insured by the Federal 

Sa@® Depout Insurance Corporssoa. 

a > 1 io partnership wich 
this bank. Washington is in Gary 
and Hoboken, Union City, Weehawkes 
and West New York—i each of the 13 
branches and affiliates of the Trust Company 


THE TRUST COMPANY 
OF NEW JERSEY 


orrices AT 


ILLATED INSTITUTIONS 
‘at New ¥ 


tergenlone Avener a ¥ 
Monon Brum Pam Aveour 8 10h Servet 


This advertisement is O. K. 


the duty of employes to “sell” the bank 
t 


to customers, and to keep them sold on 
it. 


{Keep your directors thoroughly in- 
formed as to the growth of deposits and 
business of your bank, and of competing 
banks. This information in itself should 
be a great incentive for them to be on 
the lookout for new business. 


{| Before beginning to advertise, a bank 
should decide to do it consistently and 
continuously. Those banks which have 
adopted a permanent advertising policy 
have found that it pays. They have 
proved to their own satisfaction that 
their investment in advertising has been 
a profitable one, in good times or bad. 


{| The time element is important in direct 
mail advertising. Every effort should be 
made to see that your booklets and other 
printed matter get to your prospect at 
a time when he is most likely to read it, 
when he is not swamped or rushed by 
many important matters pertaining to 
his own business. Undoubtedly the 
middle of the week is the best time to 


have advertising matter arrive on a pros 
pect’s desk. 


{| Before inviting new customers a bank 
should take care to see that its personnel 
is ready to receive them, and to back up 
the advertising with the right kind of 
treatment, for both old and new cus 
tomers. If people doing business with 
your institution are treated with un 
usual, not just ordinary, courtesy, they 
will advertise you favorably, and you 
may be sure that the opposite is true 
likewise, and the word-of-mouth adver- 
tising of the public is very important in 
a bank’s public relations. 


HOW BANKS ARE ADVERTISING 


HE four-column by fourteen-inch 
newspaper advertisement of The 
Hamilton Trust Company, of Pat- 
erson, N. J., headed “Facts to Bear in 
Mind,” and reproduced herewith, illus 
trates the fact that, with deposit insur- 
ance in force, there is no longer need to 
emphasize safety as much as formerly. 
That is now taken for granted by the 
public, and the bank advertiser can de- 
vote his space and attention to telling 
people facts about the bank’s history, 
functions, facilities and the friendly and 
helpful service it renders to its custom 
ers. 

Another New Jersey bank that fea’ 
tures deposit insurance is The Trust Com- 
pany of New Jersey, Jersey City. Its 
“O. K.” advertisement is a novel and 
effective way of showing that the Gov 
ernment’s stamp of approval is on the 
institution. 


One of the sights of Wilmington, Del., 
is the fine mural painting by N. C. 
Wyeth in the building of the Wilming: 
ton Savings Fund Society. The adver’ 
tising agent of the Society has realized 
the publicity value of this work of art. 
A series of newspaper advertisements of 
this bank reproduces various portions of 
the great mural as illustrations. The 
copy in each case ties up cleverly with 
the allegorical illustration. 
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BANKS are again advertising for loans 
discreetly to help local business and to 
increase profits. One of the best adver- 
tisements of this kind I have seen lately 
is that of the Merchants National Bank, 
of Mobile, Ala. It is entitled “Plain 
Facts About Loans,” and is evidently one 
of a series under the running head of 
“Between the Borrower and His Bank.” 
That is the kind of educational bank 
advertising that is needed in these times. 


OTHER interesting loan advertising is 
being done by The Morris Plan Com- 
pany of New York. That company re- 
cently ran a four-column by eighteen- 
inch advertisement in the New York 
newspapers, headed by the quotation 
from President Roosevelt, “Credit must 
be made available to all classes of citi- 
zens,” and stating that, “Here are mil- 
lions for the asking.” The Morris Plan 
Company of New York is now a mem- 
ber of the deposit insurance plan, and 
has agreed to sell to the Federal Gov- 
ernment a substantial amount of its cap- 
ital notes. 


I aM glad to see the Savings Investment 
@ Trust Co., of East Orange, N. J., 
advertising life insurance trusts again, 
as it does in an advertisement headed, 
“Cash can not replace your Experience 


and Ability.” For various reasons, 
there has been a let-up of late in the 
advertising of such trusts, and we have 
not been hearing so much of the co-op- 
eration between trust companies and life 
insurance underwriters. So it is encour 
aging to observe revived interest in this 
phase of fiduciary service, as the plan is 
essentially sound, and it seems like a 
logical thing for trust companies and the 
trust departments of other financial in- 


stitutions to feature it in their adver- 
tising. 


“Across from the Post Office” is the 
slogan used by the Security National 
Bank of Kansas City, Kan., in an ad- 
vertisement the object of which is to 
wean away Postal savings depositors. 
The bank does not hesitate to tell people 
that the Postal savings service “makes 





When SAFE means 
SAFE 


No need to discuss the importance of complete safety for your 
important papers, your jewelry, your other valuables. You 
know all that. But there will you keep them? 


What better place than in « Greproof vault right here in the 
downtown section of Glens Falls, convenient to all parts of 
this region? Boxes can be rented for « year for as little as $3. 
Then you know that your valuables are safe because they are 
eafeguarded by modern appliances as well as by steel end 


concrete. 








We have a few vocant boxes for rent. 


First NATIONAL BANK 
of Glens Falls 





Well balanced typographically. 


no loans, cashes no checks, makes no 
change, gives no counsel, pays less inter- 
est, gives no greater safety, and issues no 
credit reports or references.” On the 
positive side concerning its own service 
the bank says: “When you deposit your 
money here at the Security we give your 
loan requirements utmost consideration; 
cash your checks in any number at any 
time; provide you with packed coin for 
making change; give you unlimited busi- 
ness counsel and commercial advice; pay 
50 per cent. more interest on your sav- 
ings; provide you with absolute (FDIC 
insured) safety; and furnish you with 
unlimited credit report and reference 
service.” 


THERE are about 5000 commuters in the 
historical old city of White Plains, N. 
Y., the county seat of Westchester 
County. The Peoples National Bank 
and Trust Company of that city has a 
branch office opposite the New York 
Central station, where about 100 trains 
arrive and depart daily. The bank is 
open at 7:45 o'clock every business 
morning for the convenience of com- 
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Wrat It Means To Caray Your 
Account In Tus Bank 


CO-OPERATION 


Ths Beak sands pledged to 2 policy 
of united action with business i the 
program for economic secovery. To 
cacpurage the manufacture and disenbu- 
tion of goods, we extend full loan 
cooperation wherever sound credit 
requiremena can be met ***Thas means 
service aimed to meet the aceds of 


besina coder. 


rm» PUBLIC 
NATIONAL BANK 


AND TRUST COMPANY OF NEW YORK 
Main Offer: 16 William Se, New York, N. ¥. 
9 Cf Land Thag Grr Hine Yet 
























Foreign Banking 










Evrenenistye Cleveland and 
midwestern business men, viewing the 


trade possibilities of the next decade 










will avail themselves of this bank's 





long experience and complete foreign 















hanking services to facilitate relations 
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1,521,520 


depositors 
must be 


right | 


In your selecnon of « banking 
home, consider the ousstand- 
ing fact that over one and 
one-half milbon Californians 
have chosen Bank of America 
There must be a good reason 
when one fourth the popula- 
thon of an entire seate patronizes 
a single banking institution 


BANK of AMERICA 
aS 















TIME For 
A CHECK-UP 


BANK AND TRUST COMPANY 








Foreign Banking Department 


Cleveland Trust 


Member Federal Reserve System 





Convenient Branch Banks Throughout Creater Cleveland 





















FROM YOUR ESTATE 
‘The incame your stots will provide for you daring your 
Infecime— wed for year heury wader year will—depeode 


(eet ony 2 how much yee encumalate but. perbape folly 
eh we haw yous sormummenis are managed 





Coving camaal etention te ievewuments st odd time —end 





organ 
teresting aod tate edmioieretion is 4 full ame job 






Whew the Fidwcaary Trust Company he ergaesand fa th 
‘work be deneribed ia “Managing Trosts und Investments” 
Copy om request. 


















FIDUCIARY TRUST COMPANY 
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Signs of recovery. 


muters, and one of its valuable pieces of 
advertising is a special time card or 
schedule of trains. It is carried by prac- 
tically all White Plains commuters, and 
is a constant reminder of the bank and 
its services. 


PERFECT typographical balance is illus- 
trated in the reproduced safe deposit ad- 
vertisement of the First National Bank, 
of Glens Falls, N. Y. In its original 
form, this newspaper advertisement oc- 
cupied the liberal space of four columns 
by twelve inches. I will venture to say 
that this advertisement was not set by 
the local newspaper. 


Two HUNDRED THOUSAND depositors is 
a good many, and perhaps there is no 
more impressive way to visualize that 
fact than that in which it has been done 
by the Central Savings Bank, of New 


York, in an advertisement that contained 
these paragraphs: 

“If all of our depositors decided to 
join the St. Patrick’s Day parade, they'd 
have to get up pretty early in the morn 
ing. 

“Marching up Fifth Avenue in regu’ 
lar military formation, four abreast, it 
would take them over thirteen hours to 
file by the reviewing stand. 

“Why not get in step with our 200, 
000 satisfied depositors?” 


REGARDING the half-dozen advertise 
ments reproduced in a group above, my 
comments are as follows: 


Bank of America National Trust and Sav 
ings Association, of California: Very impres 
sive. It is interesting to note that the proof 
of this advertisement was marked, “Advertise 
ment No. 4133. One wonders if there is 
not some casual connection between the 





quantity and quality of this bank’s advertis- 
ing and the fact that it has 1,521,520 deposi- 


tors. 


Wachovia Bank and Trust Company, of 
North Carolina: Referring to two newspaper 
advertisements, of which the one headed 
“Time for a Check-up”™ is a sample, W. H. 
Neal, vice-president of this institution, writes 


us: 

“We believe that it is high time for bank- 
ers to rise up and have something to say 
about the current destructive criticism that is 
being hurled indiscriminately at the banking 
profession from all sides. We admit that 
there have been too many dishonest and in- 
competent persons trying to operate banks, 
but we insist that there should be some dis- 
tinction made between these and the great 
majority of tried and true bankers, who dur- 
ing recent years have struggled against great 
odds to bring their institutions safely and 
soundly through the world’s greatest depres- 
sion. These bankers have met all the de- 
mands of their depositors, reasonable and 
otherwise; they have carried along with 
worthy borrowers; they have made new loans 
wherever deserved; and have kept the wheels 
of business turning in their respective com- 
munities. Certainly such bankers deserve 
commendation instead of condemnation. 

“Our motive in publishing these two ad- 
vertisements has been to draw a line of dis- 
tinction between sound and unsound banking, 
and to impress that distinction on the public 
mind.” 


Fiduciary Trust Company, New York: This 
institution renders a special service in connec- 
tion with the handling of investments, and 
that is well brought out in this distinctive 
advertisement. 


The First National Bank of Tampa, 
Florida: This is one of a series of advertise- 
ments presenting facts about Florida's citrus 
industry. It is logical for the old First Na- 
tional Bank of Tampa to feature this as 
Tampa is in the heart of the citrus empire 
and that bank has had a lot to do with the 
business. 


The Public National Bank and Trust Com- 
pany of New York: Another example of the 
loan advertisements which are becoming in- 
creasingly common as the banks get back of 
the movement to bring about economic and 
industrial recovery. 


Cleveland Trust: The words “Foreign 
Banking” haven't been seen much in bank 
advertising in the last few years. Their re- 
appearance is another heartening sign that 
business is on the way back to normal. More 
power to the Cleveland Trust and all other 


banks that have the courage of their con- 
victions. 
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AN INNOVATION OF MERIT 


NOVEL, but very forceful, piece 

of promotional literature has just 

been issued by The Marine Mid- 

land Trust Company of New York. It 

is a twelve-page booklet entitled “The 

Spirit of Security or A Safe Deposit 
Fantasy.” 

The story it tells allegedly took place 
inside a bank vault the night of March 
4, 1933. In fiction form it relates the 
happenings which transpired in the 
vault of “a certain downtown trust com- 
pany” when the Bonds, Wills, Insurance 
Policies, Leases, Agreements, Stocks, etc., 
hopped down out of their safe deposit 
boxes and held a meeting over which 
“The Spirit of Security” presided. 

The $20 Gold Piece gets up and states 
in no uncertain terms that he shouldn't 
be hoarded, explains why, and relates 
the sad fates of some of his friends who 
were also being hoarded. His indigna- 
tion and the lucidity of his remarks has 
a profound effect upon his audience. 

Then a spokesman from the Lease 
and Contract group’ outlines his 
thoughts. He is followed by a sage old 
Will representing the Last Wills and 
Testaments group. 

This ancient Will speaks earnestly be- 
cause he is no longer fitted to carry out 
the desires of his owner because he 
hasn't been revised. He illustrates the 
depth of his unfortunate situation with 
two examples: One, the happy outcome 
of a brother who was revised; and the 
other who, when he went into effect, 
left the widow of his owner virtually 
destitute. (At this point one of the 
Common Stocks “crumpled to the floor 
in a dead faint.”’) 

Mr. Last Will and Testament contin- 
ues and points out the advantages of 
the Statistical Department of the bank 
with its investment analysis service—a 
feature which he himself is deprived of. 

Many other groups are represented in 
this delightful and enlightening fantasy. 
The Mortgage Bonds, the Common 
Stocks, the Income Tax Return, the 
$20,000 Ordinary Life Insurance Policy, 
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and others—all make some pertinent and 
pointed remarks. And what is more, 


because of the vehicle through which 
they are allowed to speak, make them so 
that they will be heard and understood. 

The fantasy is admirably terminated 
with a punch, which is a virtue as a 
treatment such as this is apt to leave 
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loose threads hanging and the reader 
unsatisfied. 

The booklet is printed in black and 
white. Each page has appropriate 
sketches, and the illustrations of pass 
books, tax returns, and the rest, in 
human form, considerably brighten the 
human interest tenor of the story. 


The New Speculator 


By Dr. HAROLD STONIER 
National Educational Director American Institute of Banking 


PARADOXICAL as it may seem, we nosedive 
into depression through gambling and are 
helped out by speculation. After the panic 
of °93 had dragged along for months, it be- 
came apparent that the Federal Treasury was 
in jeopardy. At home and abroad people had 
lost confidence in the ability of the United 
States Government to meet its obligations. 
The gold in the Treasury was practically 
exhausted. Had the outstanding checks been 
presented, the Government would have been 
forced to renounce its obligations. Try as 
he might in 1895, the Secretary of the Treas- 
ury could not build up the gold reserve. It 
was the dark hour of the depression of the 
“nineties. 

It was then that one of our citizens came 
forward with a program to advance to the 
Treasury $65,000,000 in gold and to take 
the bonds of the Government in exchange. 
It was a speculation, but in assuming this 
tisk J. P. Morgan, Sr., demonstrated his faith 
in the Government. His act in speculating 
on the future of Federal Government finance 
inspired other people to courageous action, 
and as a result the back of the depression 
was broken. 

We do not get courage out of a book; we 
catch courage from courageous people. It 
is a contagious thing. The depression of °29 
swept on for months and submerged every 
constructive step taken by private business 
during 1930 and 1931. No man or group 
of men seemed big enough to offset the forces 
of deflation. Then something unusual hap- 
pened! 

In January, 1932, the United States Gov- 
ernment, through the Reconstruction Finance 
Corporation, began to speculate on the recow 
ery of private finance, just as the citizens had 
speculated on the stability of Federal Gov- 
ernment finance in 1895. Government credit 
is now being thrown into the breach in an 
attempt to protect business against deflation- 
ary forces. We are now on a program which 
will eventually mean that the Government 
will extend billions of dollars of credit to 
various business enterprises throughout the 


nation. The Government is the new specu 
lator. Has the Federal Government broken 
the back of this depression? 

Gambling is the assumption of uneconomic 
risks. Speculation is the assumption of eco- 
nomic risks. During the decade between 
1920 and 1930 private business went into 
bankruptcy because it did not stop with 
speculation; it gambled. By gambling, busi- 
ness created a debt structure which it could 
not carry alone. Investment credit dried up. 
Currency was hoarded. Fear was widespread. 
For these reasons the intervention of Federal 
aid was welcomed. Government credit has 
been used to meet various kinds of business 
obligations which have matured during the 
past two years. 

This courageous action of the Federal 
Government is unparalleled anywhere in po- 
litical history in the scope and intensity with 
which it has undertaken this project in recov 
ery. People have been inspired with new 
courage, have been raised to new hopes, and 
have caught a vision of a new world out of 
the valley of despond. 

Our concern now is 
facilities of this program. Can the Govern: 
ment stop short of gambling? Will the Gov 
ernment of the ‘thirties jeopardize itself with 
a crushing debt load as did private business 
of the “twenties? Time alone can answer 
these questions, since we have no case his 
tory upon which to base any prognosis of 
what may happen, with the Federal Govern: 
ment—the new speculator—so deeply en 
meshed with the risks inherent in private 
business enterprise. 


with the terminal 
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CRUEL TREATMENT OF AN 
ANCESTOR 


A Yale professor has trained an ape to act 
like a financier; where was the Society for the 
Prevention of Cruelty to Animals?—New 
York Sun. 
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Sir Felix Schuster, Bart., at his desk in the Princess Street Building, National Pro- 
vincial Bank, Limited 


An English Bank Centenary 


Founded in September, 1833, the National 
Provincial Bank, London, has commemorated 
its centenary by the publication of a hand- 
somely printed volume, prepared by Hartley 
Withers, the distinguished economist. Al- 
though there were joint-stock banks before 
this institution was established, it was one of 
the first to rise to a leading position in British 
banking. The bank owes its origin to Thomas 
Joplin, who believed that banking could be 
profitably conducted without the right to 
issue notes. It is interesting to note that 
one of the founder's ideas was to have the 
bank act as a central managing and regulat- 
ing power exercised over a number of banks 
locally owned—a plan that was discarded in 
favor of the branch system. An important 
milestone in the bank’s history was the amal- 
gamation with the Union of London and 
Smith’s Bank in 1918. 

While the National Provincial Bank has 


had a prosperous career from the start, its 
growth has been especially marked in recent 
years, as may be seen from the following 
statistics: 


Number of 
Deposits Offices 
£15,734,999 33 
74,916,017 447 
252,737,817 1132 
291,566,952 1371 


The head office is located in an imposing 
structure in Bishopsgate, while the new Prin- 
cess street building with an outlook on the 
Mansion House, the Royal Exchange and the 
Bank of England, occupies one of the most 
advantageous banking sites in the City of 
London and the building itself is a striking 
example of modern dignified banking archi- 
tecture. 
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LEARN FROM THE 
EXPERIENCE OF OTHERS 


No MATTER what your banking 
problem may be you are pretty 
sure to find a book that will help 
you. Some other banker has had 
to cope with your particular prob- 
lem and by experience and trial 
and error he has learned the way 
to solve it. Most of the answers 
to your problems are to be found 
in the pages of the literature of 
banking. 


When the Bankers Publishing 
Company first entered the book 
publishing field, the problem of 
bankers and students of finance 
was to get any book on the spe- 
cial phase of banking in which 
they were interested. Nowadays 
the problem is that of getting the 
right book. 


It was with this problem in mind 
that the Bankers Publishing Com- 
pany inaugurated its book depart- 
ment, where it gives information, 
not only concerning those books 
which it publishes, but concerning 
those of other publishers as well. 


A carefully tabulated record 
is kept of all books on subjects 
connected with banking, econom- 


ics and finance, so that requests 
for information concerning books 
on any phase of banking may be 
promptly and fully answered. 


In addition to giving information 
as to books on banking subjects, 
the book department is also ready 
to fill orders for any book pub- 
lished. All orders are given 
prompt and careful attention 
and are shipped direct to the 
customer either by mail or ex- 
press. 


Another service which aids the 
banker in getting the right book 
is our approval policy. Realizing 
that it is difficult to decide on the 
suitability of a book without actu- 
ally examining it, we send any of 
our own books on five days’ ap- 
proval to banks or bankers. At 
the end of that time the books 
may be returned or a remittance 
sent if they are satisfactory. 


These services are for your con- 
venience. We hope that you will 
make use of them. Write us 
what your interests are and we 
will send you a list of recom- 
mended books with prices. 


“STEADQUARTERS FOR BANKING BOOKS” 





BOOKS FOR BANKERS 


NEW BOOKS AND PAMPHLETS OF INTEREST TO BANKERS 


NEW BOOKS 


By Lionel D. Edie. New Haven: 
Yale University Press. $2.50. 


At the outset of this treatise Professor 
Edie calls attention to an important develop- 
ment, that “the determination of monetary 
policy has become a fundamental political 
issue. The significance of this will be “that 
the Republican and Democratic parties will 
fight heated political campaigns over the is- 
sue of cheapening the dollar. The capacity 
of an administration to stay in power will 
depend not upon its hand-out of patronage 
but upon its power to manipulate the level 
of prices. What the official of a Federal 
Reserve bank thinks about credit policy will 
become less important than what a Senator 
or Congressman thinks. The President of 
the United States will be subjected to tre’ 
mendous political pressures brought to bear 
by organized propaganda groups. Dema- 
goguery will vie with financial integrity to 
control the dollar. The center of money power 
has shifted from Wall Street to Washington.” 

This shift of power, mentioned in the con- 
cluding sentence, has already taken place long 
before the recent developments. It was im- 
plicit in the Federal Reserve Act itself, which 
vested in the Government a huge degree of 
control over credit policy, and which mili- 
tated to prevent the Federal Reserve from 
exercising that degree of restraint necessary 
to curb speculative expansion. The ex- 
periences of 1920 and 1928 are too recent to 
be completely forgotten. 

Discussing the discontent caused by defla- 
tion, the author says: 

“Society rebelled against an administration 
of money which had not saved the public 
from disastrous extremes of deflation.” 

But why, may we not ask, was this indig- 
nation reserved for “disastrous extremes of 
deflation” while the equally disastrous ex- 
tremes of inflation occasioned no concern? 
Without the undue pleasure of the latter the 
pangs of the former would be lacking. 

Professor Edie does not necessarily see 
much relief for debtors in the devaluation 
of the gold dollar. He says: 

“Cutting a gold dollar in half is a book- 
keeping manipulation, but it does not put 
more dollars in the pocket of a farmer or 
more dollars in a debtor's account at the 
bank. Unless followed up by a radical ex- 
pansion of currency and credit, debasement 
of the gold unit is likely to prove a disap- 
pointing procedure to harassed debtors ex- 
pecting relief.” 

Automatic solution of the debt problem by 
inflating back to the point at which on the 


DOoLLaRs. 


average debts were contracted is regarded as 
a process of creating new debts. “‘It is called 
credit expansion, but every new credit is, 
conversely, a new debt. What the process 
implies, therefore, is that an old debt burden 
can be relieved by creating a new one.” 

The expression “shortage of gold,’ which 
the author uses on more than one occasion, 
seems to be disproved by some figures which 
are cited, showing that gold in central banks 
increased from $4,783,000,000 in 1913 to 
some $12,000,000,000 in 1933. In the same 
period gold in circulation and in commercial 
banks decreased only from $4,131,000,000 
to $1,000,000,000. 

The chapters on “The Future Status of 
the Federal Reserve” and “Reconstructing the 
Monetary Standard” are of especial interest. 

This volume deals with monetary problems 
of current interest and with others bound to 
confront the country for a long period ahead. 
Its discussions of these problems are informed 
by evident knowledge, and by a wise restraint. 
They afford to all interested a convenient 
means of gaining a clearer understanding of 
a subject about which much confusion is be- 
ing created by those who write and speak 
without the information and the wisdom 
which these pages reveal. 


Tomorrow's Money. By Frank A. Vander- 
bilt. New York: Reynal & Hitchcock. $2. 
This book which carries the sub-title “A 

Financial Program for America” presents the 

author’s complete program for financial re- 

form. Mr. Vanderbilt discusses the old gold 
standard; tells how and why it worked in the 
past and why it has stopped working. He 
discusses his own remedies in two parts: First, 
protecting the gold reserve, and second, es- 
tablishing a “Federal Monetary Authority” 
charged with regulating currency and credit. 

Mr. Vanderbilt writes with his usual clarity 

and pungency and even those who take vio- 

lent exception to his views will find his ideas 
both stimulating and interesting. 


A Stupy oF CorporaTION SeEcurRITIES. By 
Arthur Stone Dewing. New York: Ron- 
ald Press. $4. 


To anyone who must know corporation 
securities thoroughly this volume makes 
available the fruits of much financial expe- 
rience and investigations involving much 
labor and time. In its scope the work covers 
all types of stocks, bonds and special forms 
of securities—railroad, public utility and in- 
dustrial. 

An idea of the scope of this book will be 
gained from the following lists of the chapter 
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headings: The Corporation; Financial Pos- 
tulates of the Corporation: Its Capital; The 
Capital Stock of the Corporation; The At- 
tributes and Forms of Capital Stock; The 
Classification of Capital Stock; the General 
Characteristics of Funded Debt; Secured Ob- 
ligations of the Corporation; Unsecured Ob- 
ligations of the Corporation; Equipment 
Obligations; The Privilege of Conversion. 


Wuat Is Money? By Victor S. Clark. 
Boston: Houghton Mifflin Co. $1. 


Here is a brief and clear account of what 
money is and how it affects business condi- 
tions. It is designed to help the intelligent 
citizen to understand such questions as the 
relation of money to prices, the gold stand- 
ard, bimetallism, the commodity dollar, and 
inflation. The author is consultant in eco- 
nomics at the Library of Congress. 


CoMMON SENSE ON Common Stocks. By 
I. Edwin Tanenbaum and Linhart Stearns. 
New York: Covici-Friede. $2.50. 

The authors of this helpful book are ob- 
servers of the stock market of long standing, 
and their analyses of the kinds of and types 
of common stocks suitable to the programs 
of most investors are authoritative and simple. 





Just Published 


BETTER BANKING 


by Witittam H. KNIFFIN 
Vice President, Bank of Rockville Centre Trust Company 
434 pages, 5% x 8, $3.50 


SURVEY of bank operation and management in 
the light of recent events—an answer to the 
question: What of profit can be gained from the 
experiences of the past five years? Readably dis- 
cusses bank ptoblems, covering many topics 
under general headings of bank person- 
nel, promotion, departments and 
functions, and general adminis- 
trative phases, with special at- 
tention to investment loans, 
service charges, control of over- 
head expenses, and the 1933 
banking act. Throughout, the 
purpose is to look at the pres- 
ent and future conduct of a bank 
as it may be influenced by the 
experiences of the past few years. 
10 days’ examination on 
approval—Send this coupon 
RP Seen ety =e ee 
McGraw-Hill Book Co., Ine. 
1 330 W. 42nd St., N. ¥. ©. 
{ Send me Knifin’s Betrer Banx1nc for 10 
{ days’ examination on approval. In 10 days I 
I will send $3.50 plus few cents postage or re- 
turn book postpaid. (We pay postage on orders 
I accompanied by remittance.) 
I Name 
l Address 
I City and State 
I Position 
to 
, Company 


They describe for the layman the purpose 
and place of common stocks in an investment 
program; they indicate the sources of informa 
tion now available and the methods of in- 
terpreting such information in the proper 
light; and they give sound advice on the ever 
pressing questions of when to buy and when 
to sell. This is no “get-rich-quick” guide 
for speculators; but the serious investor will 
find here expert counsel. 


LasTING Prosperity. By A. G. McGregor. 
New York: Isaac Pitman. $2. 


The object of this book, published in Eng. 
land, is to show that any nation can quickly 
attain lasting prosperity if it will make proper 
use of the simple fact that raising or lowering 
its general wage and salary level will raise 
or lower its general price level, and if it will 
recognize the futility of trying to export more 
than its imports. 


THE THEORY OF WaGEs. By Paul H. Doug: 
las. New York: Macmillan. $5. 


This book was awarded the Hart, Schaffner 
and Marx Prize of $5000 offered in a world 
wide competition on this subject. It analyzes 
the way in which wages are fixed under 
equilibrium conditions and develops the 
theory of production. From an_ inductive 
study of the changes in the quantity of labor, 
capital and production in the United States, 
Massachusetts and New South Wales, it at 
temps to measure the respective contributions 
to production by labor and capital and the 
marginal productivities of each. It goes on 
to measure the degree to which the processes 
of distribution follow those of production. 
The author's conclusions are of great im 
portance in any serious consideration of the 
wage situation by the economist, the banker 
or the intelligent layman. 


THe ABC oF THE NRA. By Charles L. 
Dearing, Paul T. Homan, Lewis L. Lorwin 
and Leverett S. Lyon. Washington: The 
Brookings Institution. $1.50. 


This book was prepared by the staff of 
the Brookings Institution to present the back- 
ground and content of ,the Recovery Act, 
and to give a clear and simple picture of the 
activities of the Recovery Administration. No 
appraisal of the work of the NRA is at 
tempted, but the outlines of the great issues 
of public policy appear. The general reader 
will find this work an impartial and clear 
analysis. 


NEW PAMPHLET 


Wor p Sitver Position Cuart. New York: 
Economic Associates, 200 Hudson Street. $1. 
This is a graphic chart showing the domi 

nant factors in the position of silver during 

the period from 1913 to 1934. 
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LETTERS TO THE EDITOR 


AN OPEN FORUM FOR AN EXCHANGE OF OPINIONS 


Readers of THE BANKERS MaGazZINE are invited to send for publication in this de- 
partment an expression of their views on matters of current interest to bankers. 
Among subjects of present discussion are: “The Monetary Policy of the Govern- 
ment,” “Bankers and Their Public Relations,” “The Permanent Deposit Guaranty.” 
Expressions of opinion ion these and other subjects relating to banking will be cor- 


dially welcomed to our pages.—EDIToR. 


THE GOVERNMENT'S GOLD 
POLICY 


Editor, THE BANKERS MAGAZINE: 

To my mind there isn’t the slightest 
reason to believe that gold had anything 
to do with the recent depression or that 
our gold buying policy is a factor in 
making towards recovery. If anything 
it seems to me that present imports of 
gold must be doing harm. They are 


bringing us a commodity which we do 
not need and cannot use in any useful 
way, having already excess reserves far 
beyond any possible banking need for 
years to come, unless we are plunged 
into the wildest kind of credit inflation, 
which seems to me entirely unlikely. 


Business will not take or use more credit 
than it needs and the banks do not, in 
my opinion, “create credit” in any such 
sense as appears to be believed by some 
of the advisers of the Administration in 
Washington. 

In an interesting little book on bank- 
ing by the late Walter Leaf, who was 
for many years chairman of the West- 
minster Bank of London, it is vehe- 
mently maintained that banks do not 
“create credit.” Dr. Leaf went a little 
too far in that line it seemed to me, but 
he certainly was right when he said if 
there is any one in the modern banking 
system who can be said to create credit 
it is the depositor. The depositor must 
not only be willing to deposit but must 
be willing to borrow and create de- 
posits, and that implies confidence in his 
business, in his bank and in his Govern’ 
ment. 

It appears to me that our present gold 
policy can have very little inflationary 
effect in this country but can have and 
does have a deflationary effect in) other 
countries. Apparently, the chief thing 


it does, however, is to give larger divi- 
dends to the owners of South African 
gold stocks, very few of whom live in 
the United States. 
EDMUND PLATT, 
Vice-President, Marine 
Midland Group, Inc. 
New York, March 35. 


DEATH OF BANKER BEN DAVIS 


Editor, THE BANKERS MAGAZINE: 

We in Lansing sincerely mourn Ben- 
jamin F, Davis, banker and industrialist, 
who died recently at the age of 89. 

On the original Davis land (the 
Grand Trunk R. R. buildings and the 
Reo Motor Car Company now occupy 
but a small part) Ben Davis, at an early 
date, began his usefulness in this com- 
munity. One of his youthful activities 
was in assisting and tending young trees, 
under his father’s direction. He con- 
tinued it later, ““on his own,” persistently 
replacing frail trees with fresh sturdy 
growth. 

Mr. Davis was extremely fond of 
home and family life. Even those work- 
ing with him called him Father Davis, 
Uncle Ben, or realized his value as a 
friend. He unconsciously drew respect 
from others. 

Mr. Davis’ relatives are learning, 
now, of many secret kindnesses he com- 
menced years ago, and maintained for 
worthy people in need. 

Disappointments, anxieties and trials 
were tremendous yet his remarkable 
optimism, his undying faith in his com- 
munity and his subtle sense of happy 
humor kept his equilibrium stable. 

Citizens are saying, “Oh, if they had 
only listened to Mr. Davis, in the bank, 
and to his kindly words of wisdom, 
backed by unquestioned integrity! His 
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influence will be felt more and more. 
B. F. Davis never retailiated.” 

Then too, they are saying, “He left 
us his noble example of lovableness. 
Everybody misses him. How we love 
the memory of his erect figure, his 
splendid carriage. We shall never for- 
get his gentle graciousness and his pleas 
ing personality.” 

So quiet and gentle in look and 
manner, yet such distinct, vigorous 
ideas! 

Mr. Davis’ was a mind that looked 
far into the future. He has always 
advocated planting, with deep roots, 
and contentment with slow growth; he 
always advocated, building, not swiftly, 
extravagantly, to lose; but building use- 
fully, simply and beautifully, to keep. 

“His thoughts and acts stand as a 


fitting monument to his sterling char. 
acter.” 

“Benjamin F. Davis’ interest in his 
community held to the last.” 

“We love him, yes, but are only just 
beginning to know how profoundly he 
loved us.” 

Dee 
Lansing, Mich. 
April 1, 1934. 


SEMINAR IN MEXICO CITY 


Editor THE BANKERS MAGAZINE: 

May I, through your columns, call 
the attention of your readers to the 
ninth annual Seminar in Mexico? The 
sessions of the Seminar will be held in 
Cuernavaca and Mexico City from July 
10 to July 30, 1934. The Seminar 
continues to be a channel through which 
intelligent public opinion in the United 
States can be brought into contact with 
Mexican life and culture. This year's 
program will be an unusually varied and 
interesting enlargement of the scheme 
used so successfully in past years. 

The Seminar will be built about 
round-table discussions in such fields as 
arts and crafts, economic and _ social 
problems, archaeology, music and_ the 
dance, inter-American relations, litera 
ture, history, the Mexican folk, and 
Indian education. Among the Mexican 
and American leaders who will partici 
pate are: Rene d’Harnoncourt, Diego 
Rivera, Chester Lloyd Jones, Ramon B. 
Beteta, Herbert J. Spinden, Alfonso 
Caso, ‘Carlos Chavez, Edwin M. Borch: 
ard, Elizabeth Wallace, Berta Gamboa 
de Camino, Robert Redfield, and others. 

Applications for membership and re- 
quests for detailed information should 
be addressed to Hubert C. Herring, 
Executive Director, the Committee on 
Cultural Relations with Latin America, 
112 East 19th street, New York. 

Husert C. HErRING. 

New York, March 16. 
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CURRENT 


SPEECHES 


A MONTHLY DIGEST OF CURRENT SPEECHES OF INTEREST TO 
BANKERS 


A PROGRAM FOR BANKING 
RECONSTRUCTION 


By Dr. WILLIAM RANDOLPH BurRGESS 


Deputy Governor, Federal Reserve Bank of 
New York 


From an address before the New York State 
Bankers Association 


E have made great progress in 
cleaning up the banking mess. 
Many weak banks have been 
wiped out as well as some good ones. 
Those remaining have been or are being 
strengthened. Beyond this we need, 
as far as banking organization is con- 
cerned: 
1. Assurance against starting too 
many weak banks in the future. 
2. More adequate supervision—not 
a present problem in this state but 
important in many. 


3. Sound banking service in com- 
munities now without banks. 


In the long run we can best avoid 
too many and too poor banks, and can 
get better supervision, by a unification 
of our banking system. I believe the 
most practicable means for applying 
banking service to areas which have 
been denuded of banks is a reasonable 
extension of branch banking. 

Perhaps even more important, how- 
ever, than form of organization is con- 
tinued unremitting attention to quality 
of management, and if one were asked 
to name the most important qualifica- 
tion for management it would, I believe, 
be concentration on the banking busi- 
ness. The experience of recent years 
has pretty conclusively demonstrated 
that bankers should be bankers rather 
than speculators, security salesmen, or 
real estate operators. The Banking Act 
of 1933 includes a valuable section 
which places restraint upon the borrow- 
ing of money by bank officials. It is a 
good rule and if it had been generally 
In practice would have saved the bank- 


ing profession from much odium. Inci- 
dentally we have had a rule like that 
for many years in the Federal Reserve 
Bank of New York. 

We must be sure that the banking 
difficulties of recent years do not recur. 
Certainly one principal trouble in bank- 
ing was that there were too many poor 
banks. In this respect we are suffering 
from the sins of a generation ago. 

One sin was to believe that almost 
any group of men with a little capital 
should be allowed to start a bank. The 
figures are startling. In 1900, we had 
less than. 10,000 banks in this country. 
In the following decade that number 
was doubled, and from 1910 to 1920 
it was again increased from about 20,000 
to over 30,000. In those years of ris- 
ing prices and great rural prosperity all 
too many banks were started by pro- 
moters to fill a vacant store or to 
provide a job for somebody. Many 
such banks enjoyed brief seasons of 
prosperity, but in the long run banking 
is carried on most successfully by 
trained bankers. A large number of the 
banks which have failed in recent years 
were established in those two rash 
decades. 

The weakness in the banking system 
is revealed by the fact that the dis- 
integration of the system began long 
before this depression. Even the pros- 
perous years from 1922 to 1929 were 
marked by large numbers of bank clos- 
ings. The depression put to the test 
a weakness which had been all too 
obvious. When the Federal Reserve 
System was established it was super- 
imposed upon a poor banking system. 
The Reserve banks were given only 
limited supervisory powers, but the law 
still left responsibility for the super- 
vision of banks in the hands of the 
Comptroller of the Currency for na- 
tional banks, and 48 state supervisors 
for state banks. Tworthirds of the 
banks remained outside of the system. 
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LIFE INSURANCE-TRUST 
RELATIONSHIPS 


By GitBert T. STEPHENSON 


Vice-president, Equitable Trust 
Wilmington, Delaware 


Company, 


From an address at the recent New York 
Trust Conference 


life underwriters and trust men are 

in accord with each other upon 
the principles. Whatever problem there 
is over these relationships arises, not 
out of basic, underlying, incontrovertible 
principles, but out of little, thoughtless, 
occasional practices. Not all life under- 
writers and trust men indulge in these 
practices, not even a majority do, but 
just enough on both sides to produce 
the irritation that even now disturbs 
and, if persisted in, will eventually 
impair the relationships. Let me men- 
tion ten things that I wish the life 
underwriters would not do. I wish 
life underwriters would not: 


[ life insurance-trust relationships 


1. Confuse commercial banking and 
trust business. 

2. State or intimate that trust insti- 
tutions in general are motivated by self- 
interest in the selection of trust invest- 
ments. 

3. Create the impression that the 
investment practices of the trust insti- 
tution are basically inferior to those of 
the insurance company. 

4. Create the impression that trust- 
company administration of the proceeds 
of life insurance is more expensive than 
insurance-company administration. 

5. Represent that the insurance com- 
pany offers trust service unless it actu- 
ally does so. 

6. Upset existing life insurance-trust 
arrangements in making contacts to sell 
additional insurance. 

7. Emphasize the guaranty-feature 
of insurance-ccompany income without 
making a complete statement about 
trust-company income. 

8. Discourage people from making 
wills by over-emphasizing the possi- 
bility of contests and the expensiveness 
of probate procedure. 
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9. Undertake to give technical advice 
on trust matters. 

10. Represent the insurance trust and 
the policy options as being competitive 
modes of settlement. 


FEDERAL DEPOSIT INSURANCE 
IS AIDING BANKING 
RECOVERY 


By J. F. T. O'Connor 


Comptroller of the Currency 


From a recent address before the Commercial 
Club of Cincinnati 


T IS unfair to compare Federal insur- 
| ance of deposits with state insurance 

or guarantee. One of the basic and 
most fundamental principles of insur- 
ance is that risks should cover a wide 
area and not be localized. State insur- 
ance or guarantee violated this principle, 
while Federal insurance complies with 
the rule. 

Many banks in the past have been 
destroyed not because they were in- 
solvent, but because depositors de- 
manded their money and the money 
had been properly loaned. The best 
proof of this statement is the fact 
our records disclose that certain banks 
were closed because their cash was 
depleted and were placed in receiv 
ership. When these banks were liqui- 
dated, and without any new business 
to carry the overhead, the depositors 
were paid 100 cents on the dollar, and 
a dividend was actually paid to the 
stockholders. Fear, frenzy and dis 
turbed conditions brought about the 
destruction of these institutions which 
never should have closed. There are 
many borderline cases. We should never 
again witness these disastrous conse’ 
quences to sound institutions. 

The function of banks is to loan 
money and receive deposits. A bank 
which boasts of 100 per cent. liquidity 
is not properly performing its functions. 
If every bank in the nation were 100 
per cent. liquid, every factory would be 
closed, business would be paralyzed and 
distress would again stalk through the 
land. Two kinds of banks ultimately 
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fail; first, the banks that make bad 
loans, and secondly, the banks that 
make no loans. In order to maintain 
the expenses of its operation, a bank 
can no more hope to survive by. refus- 
ing to make good loans than a mer- 
chant can hope to continue in business 
and not sell the merchandise on his 
shelves. When considering bank loans, 
one point should always be kept in 
mind--the banker is not loaning his 
own money; he is loaning the money 
intrusted to him by depositors. The 
laboring man, the professional man, the 
business man, and all other classes have 
intrusted their savings to him expecting 
him to preserve them. The banker is 
a trustee. The fact that the depositor 
knows his funds are protected to the 
extent of $2500 relieves the banker of 
fears of sudden withdrawals, and the 
evidence to date shows that money in 
all parts of the country is coming out 
of hoarding. 

Permit me to read an excerpt from a 
letter written to me by Mr. C. H. 
Martin, president of the Security Trust 
and Savings Bank of San Diego, Cali- 
fornia: 


“I thought you would be interested,” he 
wrote, “in our nice gain in deposits since we 
became a member of the Temporary Fund of 
the Federal Deposit Insurance Corporation. 

“During the period of January second to 
February first, inclusive, 27 banking days, we 
gained 360 new accounts, with a gain in total 


deposits of $3'79,763.57.” 


New York City 


Insurance of deposits is not new 
in this country. President William 
Howard Taft advocated and obtained 
the passage of the Postal Savings Law 
and there is now insured or guaranteed 
by the United States Government ap- 
proximately one billion, two hundred 
million dollars. 

Besides this, when the Federal Gov- 
ernment, or a state, or a municipality 
deposits money in a bank, security either 
in the form of a surety undertaking or 
first class bonds is required. We are 
confronted with these preferred claims 
in practically every closed bank. It is 
dificult to justify to the man in the 
street why these large accounts should 
be insured without protest by the 
bankers and yet the ordinarily small 
savings of a lifetime should not receive 
the same consideration. 


~ 


A. I. B. ESSAY CONTEST 


CarL K. WITHERs, president of the New 
Jersey Bankers Association, and trust officer 
of the First-Mechanics National Bank in 
Trenton, announces that a feature of the an- 
nual convention of the association to be held 
in Atlantic City on May 17, 18 and 19, will 
be the award in an essay contest sponsored 
by the association and open to all members 
of the American Institute of Banking of New 
Jersey below the rank of officer. The sub- 
ject will be on some banking subject to be 
announced later. 





































REVIEW OF THE MONTH 


A SURVEY OF BANKING AND ECONOMIC CONDITIONS AS 
REVEALED IN MONTHLY TRADE LETTERS 








N this page, last month, it was 

stated that “practically all signs 

now point to a general business 
revival.” In the time that has elapsed 
since this statement was published, these 
signs have continued to multiply, and 
the belief is now widely prevalent that 
a general recovery in business is well 
under way. As was well said recently 
by Myron C. Taylor, chairman of the 
United States Steel Corporation, “A 
year ago industrial America thought we 
had ‘turned the corner and could see 
signs of business revival; today we know 
we have turned the corner.” 

For a time in recent weeks there was 
a threat of strike among the workers 
in the country’s large automobile 
plants, with a probability that the 
strike would extend to other related 
industries. Happily, through the in- 
tervention of President Roosevelt, the 
threatened strike was not only averted, 
but a plan worked out which, it is 
hoped, may be the foundation for more 
permanent and peaceful relations be- 
tween employers and employes. 

The agitation for strikes may be 
taken as in itself another indication of 
a return of more prosperous conditions, 
for it is only when business shows a 
definite tendency toward recovery that 
such a move has much hope of success. 

Employment is gaining, but this gain 
is somewhat hindered by the laying off 
of a large number temporarily employed 
by the Civil Works Administration, 
thus throwing back upon relief agencies 
a large number of workers for which 
there is at present no demand in the 
industries of the country. Thus for 
some time ahead unemployment is still a 
serious problem, though fortunately its 
severities will be considerably lessened 
with the coming of milder weather. 

Reports made in the monthly publica- 
tions of the twelve Federal Reserve 
banks and of several of the other lead- 
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ing banks are almost uniformly of a 
favorable character, contrasting sharply 
with the tone of these reports prevail- 
ing for a long time. The information 
contained from day to day in the news- 
papers is similarly encouraging. 

There has been of late an advance of 
10 per cent. in wages in the steel in- 
dustry, almost coincident, however, with 
notice of advance in the price of steel 
products, occasioning a return of the 
question as to the effect of wage ad- 
vances on costs and the reaction of 
buyers in the face of the higher prices. 
The working out of this problem will 
depend upon the extent and perma 
nence of the revival now in evidence. 

Here and there are some apparent 
checks to the pace of the recovery 
process, when making weekly compari- 
sons, but showing almost invariably a 
marked gain if the comparison is made 
with the corresponding date of a year 
ago. Thus between March 17 and 
March 24 there was a decrease of 2.9 
per cent. in car loadings, but a gain 
of 26.7 per cent. compared with the 
same period a year ago. Chain and 
department stores are showing continued 
gains in their sales, and electrical out- 
put steadily advances in volume. The 
automobile industry also is making gains 
in production and sales. 

Bank statements recently published 
show a marked gain in deposits. But 
the situation with respect to loans has 
as yet undergone no miarked change 
from the conditions long existing. Ex- 
cess reserves, until quite lately, have 
continued to increase, reaching some 
$1,400,000,000, but without causing any 
decided additions to loans. In recent 
weeks the Treasury has shown some 
indications of belief that a further addi- 
tion to excess reserves is to be depre- 
cated since it might lead to credit 
inflation once the demand for loans 
becomes active. 
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IS PRIVATE BANKING DOOMED? 


By SENATOR BRONSON CUTTING 


As told to Frederick C. Painton and 
published in Liberty 


HE banker exercises an uncon- 
Texts and capricious power over 

credit that may be beneficent if 
he be lucky, but that is more apt to be 
destructive. 

Most people, I believe, do not realize 
just how great that power is. Only a 
small part of our monetary system con- 
sists of currency. The greater part by 
far is made out of bank credit. Hence, 
the banker controls the major part of 
our financial system, yet works abso- 
lutely isolated from: his co-bankers and 
under little public control. He is no 
different from any other human being. 
In good times he is optimistic, free with 
credit; in bad times he is cautious. This 
has brought about the axiom that in 
good times there is too much credit and 
in bad times not enough. The Federal 
Reserve system was supposed to remedy 
this human defect, but we know now 
that it did not. 

During the Hoover administration 
government credit was poured out gen- 
erously through the Federal Reserve and 
Reconstruction Finance Corporation in 
the hope that this credit would “sift” 
down to those needing it. But the 
credit never got any farther than the 
private banker. He was the dam where 
it gathered in a large pool. 

The banker was so in control of the 
nation’s finances that even the Govern- 
ment was powerless to get its credit 
to those needing it to lift out of the 
depression. How fully he exercises this 
power is shown by the fact that there 
was little or no credit available in the 
United States in 1932 save through the 
Government. 

Here is a power controlling the very 


destinies of the nation. Yet the people 
of the nation have no word in the 
selection of the men who control credit. 
The men we elect to governmental 
power have little to say in authority. 
So the banker has held the power that 
enabled bankers to squander the national 
wealth in freak foreign loans and waste 
the national substance with overexpan- 
sion of industry at home. 

With government control of credit, 
however, such ridiculous foreign loans 
would be impossible, and there could 
be no overextension of industry in the 
nation. It seems obvious, then, that 
government control of credit is the only 
tool by which we can have national 
planning. 

Yet government control of credit does 
not necessarily mean the end of banks 
as we know them. Individuals and 
industrial enterprises will always need 
deposit money and issue checks. For 
giving this service the banks will make 
a charge. They will also be able to 
make small loans of the same nature 
as the loan of money between two men. 
But this is not the loaning of credit which 
has made the mischief. Either banks of 
this sort will be strictly regulated by the 
Government, or else the Government 
will take them over as an extension of 
the postal savings system. In either case 
they will be entirely sound, for they 
will be compelled to keep 100 per cent. 
reserves. 

The fight against the abolition of the 
credit power of private banks will be 
a savage one, for their power as a unit 
is without equal in the country. Know- 
ing ‘this is why I think back to the 
events of March 4, 1933, with a sick 
heart. For then, with even the bankers 
thinking the whole economic system had 
crashed to ruin, the nationalization of 
banks by President Roosevelt could have 
been accomplished without a word of 
protest. It was President Roosevelt's 
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great mistake. 


Now the bankers will 
make a mighty struggle. 

But none the less, like any other out- 
moded machine, they must be scrapped. 


BANKS AND LOANS 


From an Editorial in the New York Times 


DDRESSING the New York State 
Abztes Association, Mr. Jesse H. 
Jones, chairman of the Reconstruc- 
tion Finance Corporation, reverted to the 
dispute whether private banks are ex- 
tending as they should credit to indus- 
try. . . . It is possible that banks, rush- 
ing like the general public from an 
extreme of confidence to the opposite, 
are pushing the policy of ultra-caution 
now as far as they pressed the policy 
of over-confidence in 1929. (Yet that 
can hardly be accepted as the only 
explanation. Dr. Burgess of the New 
York Federal Reserve reported on Mon- 
day what had happened as a result 
of last spring’s “emergency proviso” for 
direct loans by Reserve banks. During 
the eighteen months since that enactment 
1286 application for loans had been 
received. But of this large number the 
bank decided, after thorough investiga- 
tion, that it “could properly run the 
risk of making loans” to only fourteen 
borrowers. 

This is at least an interesting side- 
light. It will, however, be admitted by 
any one familiar with banking history 
that underlying conditions which made 
the great majority of borrowing applica- 
tions precarious six months ago have 
since then changed considerably; also, 
that banks are not always as a body 
quick to recognize the meaning of such 
a change. Mr. McLaughlin, speaking 
as president of the Bankers Association, 
himself made the point that “an im- 
proved demand for legitimate credit will 
always follow a few months behind an 
improvement in general business and 
prices.” 

The country’s past experience con- 
firms this view. The serious depression 
and collapse of earning power, after 
the panic of 1893, terminated at the 
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end of 1896. Recovery in 1897 was 
rapid. But the report of the national 
banks to the Controller in the ensuing 
May showed their loans and discounts 
to be nearly $50,000,000 under the same 
month of 1896. Even in July, 1897, 
the aggregate of such credits was barely 
$7,000,000 above July, 1896. It was 
left for the report of December, 1897, 
to show a $200,000,000 increase over 
the year before. 

Perhaps the critics of the action or 
inaction of the banks may likewise be 
reminded that only recently has the 
overhanging dread of a reckless Con- 
gress, and of demoralizing experiments 
with fiat money, been actually dispelled. 
Mr. Jones himself suggested that possibly 
the banks are “still afraid”—adding, 
“Of what, I am unable to divine.” One 
might suggest that he reread the Con- 
gressional speeches and the Congressional 
threats of 1933. 


BANKS FOR BUSINESS 


Editorial by Uncle Dudley in the Boston 
Daily Globe 


F there is not to be a halt in the 
[ees of business means must be 

found for extending it. In fairly 
good times new enterprises are con 
stantly organizing, so providing addi- 
tional employment and stimulating the 
circulation of the dollar. The past year 
has been marked by helping hands ex- 
tended by the Government in many 
directions to relieve distress, but the 
time is close at hand when revival of 
the spirit of private initiative should 
bear a part in making the wheels go 
round. 

For that reason the Administration 
has approved Senator Fletcher’s plan to 
set up what are called “Intermediate 
Credit Banks.” The wording is signifi- 
cant. New enterprises, whether indus- 
trial or commercial, require capital for 
investment and also loans to provide 
running expenses until they are estab- 
lished. Before the crash the man who 
had a plan for a new concern was 
likely to call upon his local commercial 
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banker. After explaining the proposed 
undertaking he would be referred to an 
investment banker. He would then take 
up the question of selling bonds or of 
issuing preferred stock. These securities 
would then be marketed and the busi- 
ness started with the proceeds. 

The financial collapse has made that 
procedure very difficult if not impos- 
sible. The firms which once promoted 
new enterprises have found the going 
hard. The problem of starting small 
concerns has become forbidding. There 
is no active market for bonds of the 
kind required. Nor can the commercial 
banks give much help. Their directors 
are bent on keeping the institution 
liquid, which means that loans made 
today will be repaid within a few 
months. 

A survey made for the President by 
nearly 5000 banks and by more than 
1000 Chambers of Commerce has indi- 
cated that $700,000,000 of working 
capital is needed by new businesses or 
by concerns already in operation. If 


this need is met it will give new employ- 
ment for about 370,000 men and women 
and will make safer the jobs of 350,000 
others now at work. 

Such an attack on the fundamental 
problem of the country is well worth 


considering. If successful, its influence 
will extend in every direction, reducing 
the relief burden and making everybody 
happier. 

This is the plan which has the sup- 
port of the Federal Reserve Board as 
well as of the President. An inter- 
mediate credit bank would be provided 
in every Federal Reserve district, sub- 
ject to the regulations of the Federal 
Reserve Board. The capital for the 
credit banks would be furnished by the 
Treasury out of the profits recently 
acquired through the devaluation of the 
dollar. 

The purpose of these new banks 
would be to provide credit on sound 
business and banking principles, the 
limit of the maturity of loans to be 
five years. But the local bank of the 
manufacturer or merchant would not 
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be entirely out of the reckoning. It 
must co-operate with the credit bank 
to the extent of furnishing one-fifth of 
the money required. This would give 
assurance that the borrower was con- 
sidered a good risk in his own com- 
munity. 

The credit banks could establish such 
branches in the district as were approved 
by the Federal Reserve Board. The 
aggregate amount of obligations issued 
by all credit banks at any one time 
would be limited to five times the capi- 
tal and surplus of all such credit banks. 

Should the legislation be enacted as 
proposed there would be no question 
concerning the amount of money avail- 
able for business needs. The difficulties 
of the borrowers would be dealt with. 
These have become very great because 
of the lessened volume of transactions 
and the reduction of value in the col- 
lateral against which many business men 
used to borrow. There has also been 
an increase in costs because of the work- 
ing of the N. R.A. 

The real problem would be the qual- 
ification of borrowers, the set-up being 
very strict. However, the plan fits in 
with the purpose of the Administration 
to provide funds when they are needed 
for recovery. 

—~o- 


NATIONAL CITY, CLEVELAND, 
APPOINTMENTS 


RatpH E. BAUMAN, president of the Ohio 
Merchants Trust Co. of Massillon, Ohio, was 
recently appointed a vice-president of the 
National City Bank, Cleveland. Mr. Bauman 
is widely known in banking and financial 
circles, having been engaged in this field ever 
since his graduation from Dartmouth in 1913. 
Before going to Massillon he was associated 
with the Guaranty Company of New York. 

E. N. Dekker, formerly assistant cashier, 
was made assistant vice-president. Mr. Dekker 
attended Dennison University and was in the 
air service during the war. Following sev- 
eral years of experience in retail lines, he 
entered the National City Bank as a teller in 
1924. He is in charge of the operation of 
the commercial banking department. 

E. W. Biggs was made assistant cashier. 
Mr. Biggs came to the National City in 1919. 

C. B. Reynolds, vice-president and formerly 
president of the bank, and W. T. Ross, vice- 
president, resigned. 





























If you are planning a new bank 


building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 








It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 





Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 


ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 





ORDER BLANK 


BANKERS PUBLISHING COMPANY Send for 
Book Dept.—465 Main St., Cambridge, Mass. <f 
You may send me postpaid for examination “The Funda- a copy 


mentals of Good Bank Building,” by Alfred Hopkins. 
Within five days after its receipt I will send you $7.50 in n 
full payment or return the book. O 
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IN THE MONTH’S NEWS 


BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 


COMING BANKERS’ CONVENTIONS 
GENERAL 


April 16-18—A. B. A. Executive Council, 
Hot Springs, Ark., New Arlington Hotel. 

April 26-30—Bankers Association of Mexico, 
Mexico City. 


May 16-18—National Association of Mutual 
Savings Banks, Waldorf-Astoria, ‘New 
York City. 

June 11-14—American Institute of Banking, 
Washington, D. C. 

Sept. 10-13—-Financial Advertisers Associa- 
tion, Hotel Statler, Buffalo. 


Sept. 17-19—Morris Plan Bankers Associa- 
tion, Westchester Country Club, Rye, 
N. Y. 


Oct. 22-25—A. B. A. Convention, Wash- 
ington, D. C. 
STATE 


April 20-21—New Mexico—Albuquerque. 
April 23-24—Louisiana—Alexandria. 
April 26-27—North Carolina—Pinehurst. 


May 8-9—Arkansas——Hotel Marion, Little 
Rock. 


May 8-9—Oklahoma—Mayo Hotel, Tulsa. 


May 8-9—Tennessee—Knoxville. Tentative 
dates. 


May 15-16—DMississippi—Place not yet de- 
cided. 

May 15-16—Missouri—Excelsior Springs. 

May 15-17—Texas—Baker Hotel, Dallas. 

May 17-18—Alabama — Tutweiler Hotel, 
Birmingham. 

May 17-18—Kansas—Wichita. 

May 17-19—New Jersey—Ambassador Hotel, 
Atlantic City. 

May 21-22—Illinois—Abraham Lincoln Ho- 
tel, Springfield. 


May 23-25—California—Del Monte, Hotel 
Del Monte. 


May 23-25—Pennsylvania—Hotel Traymore, 
Atlantic City, N. J. 


May 24-25—Georgia—Albany. 


June 7-9—Virginia—Cavalier Hotel, Virginia 
Beach. 


June 8-9—West Virginia—New Greenbrier 
Hotel, White Sulphur Springs. 


June 11-12—New York—Saranac Inn, Up- 
per Saranac, N. Y. 


June 12-13—Minnesota—St. Paul. 


June 15-16—Colorado—Antlers Hotel, Colo- 
rado Springs. 


June 18-20—Iowa—Place not yet decided. 

June 19-20—Wisconsin—Hotel - Schroeder, 
Milwaukee. 

June 20-22—Michigan—Grand Rapids, Pant- 
lind Hotel. 

July 2-4—North Dakota—Deadwood, S. D. 

July 2-4—South Dakota—Deadwood, S. D. 


July 20-21—Montana—Canyon, Yellowstone 
Park. 


@ Henry Bruere, president of the Bow- 
ery Savings Bank, New York, has an- 
nounced that no new accounts are being 
accepted for amounts greater than $1000, 
and after such maximum has been at- 
tained, deposits on these new accounts 
are limited to $500 in any regular quarter 
period. For the first quarter of 1934 a 
dividend at the rate of 3 per cent. per 
year was paid on all balances up to and 
including $1000, and at the rate of 21/4 
per cent. per year on that portion of any 
balance in excess of $1000. This action 
is in line with two basic policies which 
have always guided the bank, Mr. Bruere 
stated. 

“First, this bank, like other mutual 
savings banks, is what the name implies 
—a place to keep savings. It is intended 
primarily for the person of moderate 
means. 

“Second, the dividend rate reflects 
current rates of income on high-grade in- 
vestments. Like every other mutual sav- 
ings bank, we pay depositors all earnings 
after meeting running expenses and mak- 
ing proper addition to surplus. The 
surplus fund is, of course, an added 
safety factor for depositors.” 


@ Responding to a questionnaire con- 
ducted by the Mid-Continent Banker, 
a Missouri banker outlines the follow- 
ing four policies which have proved ef- 
fective in increasing the earnings of his 
institution : 

1. Closer attention to all details of 
the business to the end that all services 
rendered be collected for—including 
careful analysis of checking accounts and 
charges where services justify. 
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Are You Going to Get Your 


Share of Business in the Recovery? 


HETHER or not we have actually turned that long awaited ‘‘corner” 
it seems to be generally agreed that things are on the mend. Indus. 
trial production is increasing; more and more men are going back to work. 


How generously your bank will share in these better times depends upon 
how effectively you adapt your advertising and selling plans to new conditions, 


Now is a good time to consider the possibilities of your trust department 
as a source of profit to your bank and its stockholders. And here is a book 
which is the last word on trust development—tells you how to gauge the 
potential market for trust service in your community; tells how much it is 
worth while to spend getting it; and then goes thoroughly into the technique 
of advertising, merchandising and selling trust service. 


New Business for 
the Trust Department 


By THEODORE TEFFT WELDON 


‘THis is the only book ever published which 

takes up the whole sales problem of the trust 
department and discusses every phase and facet 
of this highly professional function. It attacks 
the questions in their large sense as well as 
minutely and individually. It takes its theme 
from conditions as they are today, and is thor 
oughly up to the minute. 


— 
New Business for 
the Trust Department 


Ndroutustr ation 


Solichation 


Adveriisuae 
ne mane mamma Many Illustrations 
Theodore Tefft Weldon 
The book contains dozens of graphs, charts, 
illustrations, tables, advertisements, mailing 
pieces, record forms; and teems from beginning 


“| have always thought 
that Ted Weldon certainly 
knew his stuff, and his 
book proves it. | am espe- 
cially intrigued by chapter 
two. This is the type of 
analysis | have never seen 
before.” 


—DON KNOWLTON 


to end with examples of successful practices and 
plans. It should be read repeatedly, referred to, 
and become a text book for all trust officers and 
their assistants when considering the growth of 
their departments. It is invaluable to the 
seasoned solicitor, and a veritable gold mine of 
information to new salesmen. Advertising men 
will find it an inspiration in preparing copy. 
Directors and heads of banks will gain from i 
an authentic picture of the value of trust activity, 
and a gauge with which to measure the efficiency 
and soundness of the department's advertising 
and selling technique. Price $5. 


BANKERS PUBLISHING COMPANY, 465 Main St., Cambridge, Mass. 
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2. Establishment of a trust depart- 
ment, 

3. Make all loans of the type that 
meet requirements as to liquidity, se- 
curity, etc. ; 

4. Reduction of operating expenses 
as much as possible, but not the elimina- 
tion of employes. Instead of laying off 
help, we have tried to find new ways for 
them to assist in earning profits. 


@ Discovering from an analysis that sav- 
ings account of less than $25 could only 
be handled at a loss in the usual manner, 
the Uptown State Bank of Chicago has 
decided to require a minimum balance 
of $25 for accounts in its savings depart- 
ment. In order to allow depositors to 
accumulate this minimum requirement, 
a Savings Club has been started which 
operates on the same basis as a Christmas 
Club. When $25 has been accumulated 
in a Savings Club a regular savings ac- 
count may be started. The bank esti- 
mates that this plan has resulted in an 
economy of about 50 per cent. in its 
savings department costs. 


@ Jesse W. McGinnis, cashier of the 
Deerfield State Bank, Deerfield, IIl., 
staged a unique annual meeting of the 
bank’s stockholders this year when he 
invited the entire community to the 
meeting. He had the boys and girls of 
the grade school trained into an orches- 
tra which furnished music and entertain- 
ment and naturally attracted the parents 
who were anxious to see their children 
perform. The election of directors was 
held in open meeting and the newly 
elected directors qualified by taking their 
oath of office before the assembled neigh- 
bors. The plan not only created good 
will for the bank but helped to educate 
the people of the community as to how 
the bank actually operates. 


GA correspondent of The Savings 
Banker writes that he had occasion re- 
cently to pay mortgage interest to two 
different banks and from each he received 
a printed notice asking him to send re- 
ceipted tax bills. These were sent as 
requested and in due course were re- 
turned by each bank with identical let- 
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ters reading: “We return 1933 receipted 
tax bill covering property mortgaged to 
this bank.” This prompted the recipient 
to make the following two pertinent 
queries: 2 

Query No. 1. What would have been 
the extra cost in labor and material for 
adding briefly “Thank you for sending 
this to us”? 

Query No. 2. How much more 
would the recipient of the amended let- 
ter think of the bank if this little “thank 
you” had been added? 


@ Jacob Seibert, owner and editor of 
The Commercial and Financial Chronicle, 
died on March 14. He lacked only a 
few weeks of being seventy-seven years 
of age. Mr. Seibert was born in New 
York City April 10, 1857, and entered 
the offices of The Commercial and Fi- 
nancial Chronicle when he was thirteen. 
For more than fifty years he has served 
with distinction and with his death finan- 
cial journalism loses one of its most dis- 
tinguished editors. 


s annual re- 
port for the year ended December 31, 
1933, shows a gain of 42.32 per cent. in 
net profits over the preceding twelve 
months’ period. The consolidated net 
profit of Transamerica Corporation, 
holding companies and all controlled sub- 
sidiaries, for 1933 was $11,339,639, or 
48 cents a share on 23,681,926 outstand- 
ing shares of capital stock. This com- 
pares with a net of $7,967,256 earned 
in 1932, equal to 34 cents a share on 
the 23,368,186 capital shares then out- 
standing. Substantial reductions in the 
expenses of Transamerica and its holding 
companies, instituted by the Giannini 
management after its return to control 
in 1932, resulted in further savings in 
operating costs last year. Total expenses 
of Transamerica and its holding com- 
panies for 1933 amounted to $1,211,698, 
a decline of $907,868 from the previous 
year's total. 

The operating economies are even 
more striking when brought out by fig- 
ures reflecting the savings in expenses of 
all controlled subsidiaries. Exclusive of 
interest, taxes, depreciation and fees, the 


@ Transamerica Corporation 
9 





476 THE BANKERS MAGAZINE 


general and administrative costs of 
Transamerica, holding companies and 
controlled subsidiaries totaled $34,793,- 
023 in 1931; $25,516,769 in 1932 and 
$23,510,787 in 1933, a reduction of 
$2,005,982 during the last twelve 
months. 

Aggregate resources of the four do- 
mestic banks controlled by Transamerica, 
as shown in reports to the Comptroller 
of the Currency or to state banking de- 
partments, on December 31 last amounted 
to $1,050,571,748, which compares with 
$962,505,875 at the end of the previous 
year. Deposits of the same banks at the 
close of 1933 totaled $872,489,265, 
which compares with $780,719,699 re- 
ported twelve months previously. 


General Motors sales abroad from all 
sources for the month of February totaled 
11,195 units, an increase of 62.3 per 
cent. over the total for February, 1933, 
and an increase of 49 per cent. over the 
total for February, 1932. For the year 
to date the overseas sales have totaled 
21,521 and have run 71.9 per cent. ahead 
of the corresponding period of 1933, and 
58 per cent. ahead of 1932. The con- 
tinued recovery in evidence is world- 
wide in its extent, and applies not only 
to the corporation’s products manufac- 
tured in the United States and Canada, 
but also to the Opel product manufac- 
tured in Germany, and the Vauxhall 
product manufactured in England. 


@ Walter S. McLucas, president of the 
National Bank of Detroit, has announced 
the election of Henry S. Hulbert, Judge 
of Probate, as vice-president in charge 
of the trust department. Governor 
Comstock of Michigan in accepting 
Judge Hulbert’s resignation _ stated: 
“Your long and constructive service in 
this court is outstanding in the history 
of probate work in Michigan. It is 
with great regret and a distinct sense of 
loss that, at your earnest solicitation, I 
accept your resignation.” 


@The Guaranty Trust Company of 
New York has announced the appoint- 
ment of John Willis as an assistant 
cashier. 
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